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The Credit Theory Money. 


MITCHELL INNES. 


the May, 1913, issue the JouRNAL printed article under 
the title What Money,’’ from the pen Mr. Mitchell Innes, 
who was that time Counsellor the British Embassy Washing- 
ton. The article attracted world-wide attention, and evoked much 
comment and criticism, college professors and bank- 
ers, well from the daily and financial press, because differed 
widely from the doctrine Adam Smith and the present theories 
political economy. 

the February issue will print second paper Mr. Innes, 
under title The Credit Theory Money.’’ paper Mr. In- 
nes dwells upon the function money and its relation credit. 
also endeavors explain some the defects our currency laws. 
Just this time, when there much dispute over the Money 
Question Mr. Innes’s second paper will doubt read with great 


interest. 


The New The confirmation the appointment 

John Skelton Williams Comptroller 
the Currency completed the Organization Committee the new system. 
This was merely preliminary step actual work. does not appear 
probable this time effect the organization even the first Reserve 
Bank before the latter part the Spring. may take year put 
into operation the first eight banks provided Act. Meantime 
business will have time readjust itself the new conditions. Great 


changes may occur. 


Competent Much the success the Reserve Banks 
Members Necessary. will depend upon the composition the 
Federal Reserve Board; the fate the 

system will depend wholly upon the competency and fidelity pur- 
pose the Board charged with the duties putting into operation the 
new banks and the exercise the extra judicial and legislative powers 
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granted under the law. Their responsibilities will enormous and 
they will have the opportunity performance memorable services 
which failure would mean disaster. The machine created will 
power for good evil great industries every State and para- 
mount importance the people. must intelligently and firmly, 
well prudently directed, trouble averted, strong men 
qualified take command emergencies. Such men would not 
difficult find but great public corporations would gladly secure their 
services compensation four five times the salaries permitted 
Federal officials. Moreover there must obtained the consent men 
ability serve under penalty two years banking idleness 
after the expiration their term. While the executive ponders the 
question, banks all over the Union are studying the requirements 
the Federal Reserve Act; with difficulty because its intricate pro- 
visions. 


Analysis THE BANKING LAw JouRNAL presents, fol- 
lowing pages, complete analysis Raymond 
Dodge the provisions the Act. Mr. Dodge independent 
writer and expert statistics tariff, currency and banks. was 
confidential statistician under Messrs. Clarkson and Carter, succes- 
sively chairmen the Republican National Committee. His com- 
pleted plans for the campaign 1896 were made under the personal 
approval the late President McKinley Cleveland nearly year 
previous. was also associated with the late Maurice Muhle- 
man the active management the non-partisan Money,’’ devoted 
business interests during the gold standard campaigns; the latter 
the time his death was associate editor this publication. The an- 
alysis, made under such intimate knowledge the workings Amer- 
ican politics, without fear favor political influences, includes the 
clearest and most comprehensive explanation the confused, tech- 
nical, terms the Reserve Act. Its independent exposition should 
furnish valuable indicators the problems bankers compliance 
with the requirements the Act, and also the necessity liberal 
construction thereof the Reserve Board, who will held politically 
well actually responsible for the success the system created. 


State Banks wait. The Treasury bulletins indicate waiting at- 

titude the part state banks. With the 
national banks, and particularly the reserve agencies case 
before February 23. But the test banking approval cen- 
ters the attitude state banks and trust companies which have 
freedom action. Less than 1,100 such banks, under per cent., 
have made application. Since the total bank power state banks 
the country nearly per cent. the resources all banks, 
apparent that the Act has not found consideration. The laws New 


EDITORIAL 


York and number other states forbid banks holding stock other 
corporations. New Jersey laws are not favorable such change 
small national banks because the minimum capital permitted 
$100,000 state banks. The conditions vary states. fact the 
perplexity what attaches all state banking capital. 


Empire State Banks. The state banks New York State are 

waiting. The great Corn Exchange Bank 
announced recently that would not become member bank just yet. 
Nor probable that the Manhattan Bank, the fiscal agency the 
state, will surrender its privileges while can sell short notice 
block $50,000,000 state bonds. There are others. The recent an- 
nual report the Banking Department the state revelation 
bank power. The total revenues state banks, trust companies, and 
savings banks, aggregated $4,223,218,462 and represents more than 
double the resources all national banks New York State, including 
the great Manhattan banks. Compared with the country large, the 
resources Empire State banks, excluding national banks, represent 
one-sixth the combined national and state bank power the Union. 
Their assets equal more than one-third national banks the 
country. The deposits state savings banks embody one-fourth 
such deposits the United States. Taken altogether, the deposits 
state banking institutions equal half the deposits all national banks 
the Union. One the problems reorganization the national 
system democratic lines that has been ignored, furnish this 
vast aggregation independent bank power inducements, other than 
threatened isolation the national system, that 
would adeqpately secure its support. 


BANKING LAW. 


Wrongtul Sate has been recently held Texas that, where 

Bills Lading. bank had advanced money cotton bills lad- 

ing, its chief protection lying its possession 

the bills, allowed certain persons take the bills for the purpose ob- 

taining compress receipts, and these persons fraudulently transferred 

the bills innocent purchasers, the bank was entitled cotton 
against the innocent purchasers. 

Briefly stated, the facts are follows: Certain cotton buyers, re- 
ferred the opinion the Liddells, went the plaintiff bank and 
made arrangements for the bank honor drafts drawn upon them, 
attached bills lading for cotton. After such drafts had been ac- 
cepted, the method the Liddells was finda purchaser for the cotton, 
permit the bank reimburse itself out the proceeds the sale and 
take the balance their profit appears that one 


> 
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the Liddells went the bank and requested the possession some 
bills held the bank, against which the bank had accepted drafts, 
that might pay the freight bills and obtain compress receipts 
for the cotton.’’ course was understood that Liddell would re- 
turn the bills lading the bank soon had performed these 
duties. But instead doing this transferred the bills for value 
the defendant company, which had notice the rights the plain- 
tiff bank the matter. bank did not discover until week later 
that had been defrauded, and that time the cotton had been con- 
signed the defendant parties New York and was the custody 
the Mallory Steamship Company Galveston, Texas. The bills 
lading had been issued shipper’s order’’ and were blank 
the shippers. 

The Liddells, course, had title the cotton, the title thereto 
being the bank, and the court held that they could therefore give 
title the defendant company, though was innocent purchaser. 
the opinion was said: bill lading not like bill ex- 
change, carrying the purchaser good-faith, mere indorsement 
and delivery, title good against the world. The transfer the bill 
lading delivers but the goods and passes the purchaser better 
title than the seller had. The sale found stolen property, pro- 
perty obtained fraud, vests better title because the sale made 
through the means instrument called bill lading. bill 
lading but receipt for specific goods, and when Liddell sold Mc- 
Mahan Co. (the defendant) sold them the cotton which was 
the tortious, not felonious possessor, and they took the title had 
and 

With this conclusion there can disagreement. The rule stat- 
well supported theauthorities. But the defendant advanced the 
further argument that the bank was negligent intrusting the bills 
the possession Liddell, and that was estopped its negligence 
this regard from denying the right and authority Liddell sell the 
cotton. The court, however, also favor the plaintiff bank 
this proposition. did not discuss length the rule involved, but 
merely stated that the facts were not sufficient show negligence 
the bank such manner estop from denying the authority 
Liddell sell the cotton.’’ 

Although the decision was favor the bank clearly brings out 
the dangers carelessly dealing with bills lading. The bank might 
have seen that the freight bills were paid and the compress receipts 
obtained without allowing the bills lading out the possession 
its own agents. And, had done so, would not have been put 
the trouble and litigating the question the title the 
cotton, which, other jurisdictions, might not haveturned out fortu- 
nately did this instance. 


EDITORIAL 


Check Payment Where check given payment full 
claim, the amount which disputed, the 
acceptance the check the creditor dis- 

charges the indebtedness and cannot thereafter claim that there 
furtheramount duehim. The question recently arose the New York 
Supreme Court whether the acceptance check for the amount 
claim admittedly due, bearing the words This pays full,’’ pre- 


cluded the creditor from recovering the amount disputed item aris- 


ing out the same transaction. See Dunn Lippard-Stewart Motor 
Car Co., 144 Supp. 349, published another page. 

appeared that the plaintiff had engaged manufacture certain 
machine parts for the defendant, and connection with the work 
became necessary for him manufacture the tools with which make 
the parts. rendering his bill made separate charges for the mak- 
ing the tools and the making the parts, the defendant’s request. 
The defendant objected the charge for making the tools, but sent 
check for the amount charged for the parts, upon which was printed 
pays The plaintiff claimed that these words escaped 
his notice, but was held that, even had seen them, would not 
have prevented him from recovering the amount claimed for the making 
the tools. 

the opinion was said: This rule rests sound principle. 
The doctrine accord and satisfaction based upon the theory that 
there exists valid dispute between the parties over some demand, and 
that way compromise less sum accepted satisfaction and 
adjustment the dispute. is, however, plainly the duty every 
one pay what concededly owes, and would intolerable hold 
that one paying what admittedly owes should permitted attach 
condition the payment that settled all other disputed claims. 
Certainly there can said adequate consideration moving from 
one party the other sustain such accord and satisfaction. The 
payment one conceded indebtedness forms consideration for the 
satisfaction anotherclaim. conclude that the accept- 
ance the check did not bar recovery for the item 


Form Indorsement. has been held the Supreme Court 

note, payable the order 
the directors may transferred the indorsement 
the corporation due form. See First National Bank Walker, 
136 Pac. Rep. 408, this number. 

appeared that the defendant was one the original incorporators 
co-operative gin company, and had given part payment 
his subscription the capital stock the corporation, payable the 
order the directors Gin Mill Co.’’ The corporation bor- 
rowed $2,000 from the plaintiff bank and delivered the note the 


i | | 
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bank collateral, indorsed with the name the corporation its 
secretary and treasurer. When suit was brought the note, its in- 
troduction evidence was objected the defendant the ground 
that the note had not been properly indorsed. was held that the 
corporation was the real payee the note, although named the 


directors the corporation payees, and that the indorsement 
the corporate name was proper. 


Deposit Purchase question what constitutes de- 
Exchange. posit arose recent decision the 
United States Circuit Court Appeals. 
page thisissue. became necessary determine whether cer- 
tain transaction between bank and one its depositors was de- 
posit order decide whether surety company, which had given 
bond securing deposits, should held liable the depositor for the 
amount involved, upon the insolvency the bank. 

The transaction leading this litigation came about the fol- 
lowing manner. The plaintiff, which was railroad company, had 
deposited considerable amount its funds certain bank and 
the defendant company, surety executed bond the railroad 
company, obligee, providing that the bank should faithfully ac- 
count for and due and ordinary course business pay over 
legal demand all monies deposited with said (bank) behalf 
said (railroad appears that the agent the railroad 
company would, frequent intervals, take tothe bank such cash and 
checks were his hands and obtain therefor cashier’s check 
drawn the bank itself, payable the railroad company. Upon 
ceiving such check the agent would mail the office the com- 
pany, and would then deposited another bank and collected 
due course. Two the cashier’s checks, which the agent had ob- 
tained this manner were not honored, the reason being that the 
bank had closed its doors between the time the issuance the 
checks and their presentment for payment. For the amount these 
checks the railroad company attempted hold the surety company 
liable. was held that there had been and that the 
surety company was not liable. 


THE NEGOTIABLE INSTRUMENTS LAW 


SERIES PRACTICAL ARTICLES RELATIVE 
THE LAW NEGOTIABLE INSTRUMENTS, 


CITING RECENT AND IMPORTANT DECISIONS. 
JOHN EDSON BRADY, THE NEW YORK BAR. 


(These articles were commenced in the July, 1909, issue.) 


DISCHARGE NEGOTIABLE INSTRUMENTS. 


Payment Principal Debtor Discharges Instrument (Continued). 


When instrument paid behalf the principal debtor, 
that the maker acceptor, its legal existence ceases and 
further rights can based When paid party 
secondarily liable, that drawer indorser, not discharged. 
The party paying such case remitted all his former 
rights against all prior parties, and may strike out his own and all 
subsequent indorsements and again negotiate the instrument. But 
where instrument accepted made for the accommodation 
drawer indorser, and paid the accommodated party, 
discharged. 

Payment Principal Debtor Discharges Instrument (Contin- 
ued).—The case Madison Square Bank Pierce, 137 444, has 
already been referred showing that the payment instrument 
party secondarily liable thereon does not discharge it. that 
case appeared that, after the indorser note had become bank- 
rupt, the receiver paid the holder about seventy-five per cent. the 
amount the note. was held that this payment did not any way 
discharge the note and that the holder could recover the full amount 
from the maker. 

the opinion was said: the present case there was 
privity between maker and indorser respects the action the 
latter. paid not agent the maker, not his request, not for 
his benefit, and under duty relieve him, but independently upon 
his own obligation, lessen his own responsibility, and not all 
discharge the ultimate debt which was the maker’s duty pay. 


seems very clear, therefore, that the maker cannot utilize for 


own benefit payment which, him, not payment upon the 
debt. becomes, have said, merely question whom shall 
pay, and who may sue for and collect the whole unpaid sum. that 
question the maker has concern beyond the inquiry whether may 
become liable different persons for the same debt and encounter the 
danger paying twice. can discover such peril. The judg- 
ment favor the holder bar any other suit the same note, 
and payment the holder discharges the note utterly. Ordinarily the 
indorser cannot recover except upon the note and holder accord- 
ance with the law merchant. ever has any other right action 
against the maker, either equity force some facts be- 
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yond the bare relation established the paper. And where the note 
merged the holder’s judgment paid full him the maker, 
the indorser’s only right through the judgment against the pro- 
ceeds, has made partial payment tothe holder. That does the 
indorser wrong. not content that the holder shall collect 
some extent his trustee, may prevent payment full the 
holder, and entitle himself the possession the note which 
sue, the judgment has been obtained, subrogated all the 
rights the plaintiff therein.’’ 

early English case, Callow Lawrence, Mau. Sel. 95, 
appeared that one Pywell drew bill upon Lawrence his own order, 
which Lawrence accepted. The drawer indorsed the bill Taylor, who 
discounted and thereafter indorsed Barnett. was protested 
for non-payment. The drawer paid Barnett the full amount and took 
the bill and, striking off the indorsements Taylor and Barnett, 
transferred the bill Callow, who sued the acceptor it. The latter 
claimed that the bill was paid and extinguished, which the Court de- 
nied, saying that the drawer became the purchaser the bill’’ when 
paid and took from Barnett’s that was not paid the 
drawer order extinguish it, but only redeem himself from the 
situation which stood. That must true payment 
indorser the holder, where the maker the ultimate debtor. 
the extent the money paid, the indorser becomes equitably en- 
titled substituted the rights and remedies the holder, and 
becomes the beneficial owner the debt; that the obliga- 
tion pay the note full, first due the holder solely his own 
right, becomes after part payment the indorser, still wholly due 
the holder, but partly his own right and partly trustee for the 
indorser. 

was held that negotiable instrument discharged payment 
due course the party accommodated, where made accepted 
for accommodation, the case Royal Bank Goldschmidt, Misc. 
Rep. (N. Y.) 622, 101 Supp. 101. 

accommodation instrument was involved the case Comstock 
Buckley, Wis., 124 Rep.414. The action was ona note signed 
two the defendants and indorsed other defendants. The note 
was made for the accommodation mining company, which all 
the parties were interested, and was delivered one Herman, note 
broker, for purposes negotiation. Herman fraudulently negotiated 
purchaser for value and maturity was paid Herman and 
was thereupon returned his possession. Herman thereafter sold 
the plaintiff, who had notice its dishonor, and who entered into 
agreement with Herman for the extension the time payment. 
was held that the instrument had been discharged Herman’s payment 
and that, had nolegal existence after such payment, the plain- 
tiff could not recover it. 


og. 


THE NEGOTIABLE INSTRUMENTS LAW 


the opinion was said: The accommodated party is, course, 
the primary debtor. expected when others, signing accommo- 
dation paper, substantially sureties for him, least between 
them and him, that will pay the debt and protect the sureties from 
liability. When does note returns his possession, 
hard conceive any reason why the whole purpose the transaction 
not accomplished, and why the note, least the accommoda- 
tion makers, does not become discharged and cease have any legal 
existence. general rule law that when instrument upon 
which several are liable, some primarily and some secondarily, sat- 
isfied him who primarily liable, complete discharge results. 
longer has any legalexistence. That rule the common law per- 
petuated negotiable instruments section 1679 the Negotiable 
Instruments Act. People are presumed act the light such rules 
law. Obviously, however, the limit the right pledge the 
credit the accommodation makers not fixed thus, there will 
certain limit short the statute limitations. Inthe ordinary course 
business the accommodation paper returned the custody him 
who pays it, which the regular course business should the ac- 
commodatee. While such case legally extinguished, may 
continue physical existence. There compulsion destroy 
and certainly not uncommon for business men retain upon their 
files paid and cancelled negotiable paper convenient form record. 
Thus possible any time again deliver such note some third 
party, and, indeed, repeat the operation indefinitely. are satis- 
fied that such not the ordinary understanding making accommo- 
dation paper, and that the’ safety innocent holders does not require 
that such breaches the terms the accommodation should held 
rearouse extinguished liability against mere sureties. Our con- 
clusion, therefore, upon this branch the subject, that neither 
Herman nor his principal authority from the document alone 
sell discount this note after had once been discounted and paid 
maturity the primary debtor, which transaction the plaintiff 
conceded have had actual notice addition that which might 
imputed him from the dishonor the paper.’’ 

President and Directors etc.of the Pacific Bank Mitchell,50 
297, was held that, when the holder bill exchange, accepted 
for the accommodation the drawer, sends bank for collection, 
and the bank, when the bill comes maturity, passes the amount there- 
the credit the holder, there not such payment discharges 
the drawer; the bank succeeds the rights the holder, and may 
maintain action the bill against the acceptor. 

Section 200 the statute also provides that instrument dis- 
charged the intentional cancellation bythe holder. the case 
Larkin Hardenbrook, 333, was decided that, where the 
holder note, secured deed, voluntarily and intentionally can- 
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celled, destroyed and surrendered the defendant (maker) said se- 
curity and note,’’ the instrument was discharged and there could there- 
after recovery the holder, although the maker paid nothing 
the note and gave consideration for the cancellation. 

order for cancellation effective such must appear 
that the holder intended cancel the instrument. This the provi- 
sion section 204, which declares: cancellation made unintention- 
ally, under mistake, without the authority, inoperative.’’ 
This section also provides that, where instrument any signature 
thereon appears have been cancelled, the burden proof lies the 
party who alleges that the cancellation was made unintentionally, 
under mistake without authority. 

Under section 200 the statute instrument also discharged 
whenever the principal debtor becomes the holder his own right. 
the case Schwartzman Post, App. Div. 474, the action 
was brought against the maker note who defended the ground 
that the note had been discharged its him. The note 
was made the sum $5,000, payable demand. When payment 
was demanded the maker told the holder that would not pay the full 
amount the note. stated that unless the amount offered was ac- 
cepted and the note given would protect himself’’ and that 
had been through the mill once and knew how take care himself. 
Subsequently the sum $3,250 was paid the holder and although 
the maker promised pay the balance due the note insisted 
its surrender him. was held that the holder could not thereafter 
recover the balance the note from the maker, the case came ex- 
actly within the provisions section 200, subdivision declaring that 
negotiable instrument discharged when the principal debtor be- 
comes the holder the instrument after maturity 

Where the payee note sells and transfers firm, one the 
members which was one the two signers the note, the instru- 
ment discharged and extinguished both makers. Logan County 
Nat. Bank Barclay, 104 Ky. 97, Rep. 675. 


Continued.) 


GROUP VIII. BANQUET. 


The Banquet Group VIII. the New York State Bankers Association that was 
held the Waldorf-Astoria, Monday evening, January 19, was the most notable 
event its kind ever held that Group, owing the presence three prominent 
financiers from across the water who addressed the meeting subjects unusual 
interest this time. 

Mr. James Alexander, Chairman the Group, must given the credit 
bringing these eminent gentlemen New York especially for this occasion. And 
their addresses were such great interest and importance this time, are 
printing them full another page together with their portraits, two which were 
taken especially for the Law 


ANALYSIS THE FEDERAL RESERVE ACT 


(AS APPROVED DECEMBER 23, 


RAYMOND DODGE 


The purpose the following analysis present condensed form the most 
important requirements the Reserve approved December 23, 1913. 
Wherever used, indicates the Federal Reserve Board creat- 
the Act. The term ‘‘Reserve means the Federal Reserve Bank Banks 
organized under the provisions the new law. the term 
applied national and State banks and trust companies who become stockholders 
the Reserve Banks upon organization thereof. The term ‘‘Reserve indi- 
cates the government director selected The Board chairman the board 
directors Reserve Bank, act the representative The Board holding 
subject its orders Reserve Notes for issue the Reserve Bank his charge upon 
the deposit his custody gold and commercial paper all kinds held se- 
curity for the redemption such notes circulation. The figures the margin op- 
posite each paragraph indicate the section the Act provided. 


SHORT TITLE. 
ORGANIZATION COMMITTEE. 


Sec. The Act provides that the Secretaries the Treasury and Agriculture and 
the Comptroller the Currency shall compose the Federal Reserve Bank Organiza- 
tion Committee. quorum this committee required divide the continental 
United States without regard State lines into not less than nor more than Fed- 
eral Reserve Districts. Reserve Bank organized within each district, with 
its principal office city therein, designated the Organization Committee. 
The districts must apportioned with due regard the convenience and customary 
course business, and may readjusted and new districts not exceed twelve 
all, may created from time time The Board; such districts may designated 
number: The Act made change the present status reserve and central re- 
serve cities, except reduction reserves member banks therein. appro- 
priation $100,000 was provided for the expenses the Organization Committee. 


PLANS FOR CAPITAL. 


Sec. Every national bank, and every trust company the District Columbia 
required, and every other eligible bank the country may signify writing the 
Organization Committee prior February 23, 1914, their acceptance the terms and 
provisions the Act. Any the present approved reserve agent banks reserve 
cities who fail within the time fixed, shall the discretion the Organiza- 
tion Committee upon days notice, cease act reserve agent. Whenever the 
Organization Committee shall have designated the boundaries the Federal Re- 
serve Districts and the cities each which Reserve Banks are located, every 
national bank within the district required within days after notice from the com- 
mittee the capital stock its Reserve Bank sum equal per cent 
the paid-up capital stock and surplus the subscribing bank; payable, one-sixth 
demand; one-sixth within months and one-sixth within months; the other half 
the subscription shall subject call The Board. Payments thereon are 
made gold gold certificates. Failure subscribe within one year Decem- 
ber 23, 1914, invites forfeiture charter under the national banking act upon suit 
United States court, brought the Comptroller the Currency under the direction 
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The Board, and without release liabilities any director stockholder until 
its affairs shall have been properly liquidated. 

Reserve Bank shall permitted begin business with subscribed capital 
less than $4,000,000; that is, $2,000,000 paid-up within months. case the sub- 
scriptions capital any Reserve Bank insufficient, the Organization Committee 
may offer the balance partothe public lots not more than $25,000 any one 
purchaser. Such shares shall known and may transferred 
demand the chairman the board directors the Reserve Bank, under regu- 
lations prescribed The Board. But such public stock carries right vote 
the election directors. Should the total subscriptions banks and the public 
insufficient, the Organization Committee shall allot any portion the balance re- 
quired the United States. Such allotment shall paid out any unappropriated 
funds the Treasury and sold under the direction the Secretary such manner and 
such price not less than par shall decide. 


BRANCH OFFICES. 


Every Reserve Bank shall establish branch offices within its assigned district, 
and may the district any Reserve Bank which may have been suspended. 


Such branches shall operated under rules and regulations The Board 


tors, possessing the qualifications directors Keserve Banks. Four directors 
shall selected the Reserve Bank and three the Board; hold office during 
their pleasure respectively the parent Bank and The Board; the parent Bank shall 
designate any one the directors manager. 


CHARTER RIGHTS RESERVE BANKS. 


When the several Reserve Districts have been designated, and required certi- 
ficates their boundaries and sites Reserve Banks have been filed with the Comp- 
troller the Currency, shall furnish each applicant bank accepted the Or- 
ganization Committee blank forms resolutions adopted the board direc- 
tors each applicant bank, authorizing subscription the capital stock the Re- 
serve Bank organizing the district accordance with the provisions the Act. 
Upon filing such subscriptions and allotment the minimum amount, any five 
banks within the district, designated the Organization Committee, shall execute 
and file with the Comptroller certificate incorporation stating the name the bank 
‘‘Federal Reserve Bank the territorial extent the district over which 
its operations are conducted, the city and State its location, the amount 
capital stock, the number shares which divided, the name and place 
business each incorporator bank, the number shares subscribed each, and the 
purposes incorporation. Upon such compliance with the Act, the Reserve Bank 
incorporated shall have power adopt and use corporate seal and, unless dissolved 
act Congress forfeited some violation law, shall have succession for 
years. The other rights are follows: 
(a) make contracts. 
(b) sue and sued, complain and defend, any court law equity. 
(c) appoint its board directors, such officers and employees are not other- 
wise provided for this Act (by The Board), define their duties, require bonds 
them and fix the penalty thereof, and dismiss pleasure such officers employees. 
(The latter also power The Board.) 
(d) its board directors, by-laws not inconsistent with law, regulat- 
ing the manner which its general business may conducted, and the privileges 
granted law may exercised and enjoyed. 
exercise its board directors, duly authorized officers agents, all 
powers specifically granted the provisions this Act and such incidental powers 
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shali necessary carry the business banking within the limitations pre- 
scribed this Act. 

(f) Upon deposit with the Treasurer the United States any bonds the United 
States the manner provided existing law relating national banks, receive 
from the Comptroller the Currency circulating notes blank, registered pro- 
vided law, equal amount the par value the bonds deposited, such notes 
issued under the same conditions and provisions law relate the issue 
circulating notes national banks secured bonds the United States bearing the 
circulating privilege, except that the issue such notes shall not limited the 
capital stock such Federal Reserve Bank. 

Other provisions require that Reserve Bank shall transact business, other than 
incidental and necessarily preliminary organization, until authorized the Comp- 
troller the Currency under the provisions the Act. Every Reserve Bank shall 
conducted under the supervision and control its board directors, who shall per- 
form duties usually pertaining the office directors banking associations and all 
such duties are prescribed law. They shall administer the affairs the bank fair- 
and impartially and without discrimination favor against any member bank 
banks and shall, subject the provisions law and the orders The Board ex- 
tend each member bank such discounts, advances and accommodations may 


safely and reasonably made with due regard for the claims and demands other mem- 
ber banks. 


QUALIFICATIONS DIRECTORS. 


Sec. Boards directors Reserve Banks will consist nine members, holding 
office for three years, and divided into three classes, designated Classes and 
The three members each Class and are chosen electors selected 
member banks; those Class will bank men; those Class shall members, 
who the time their election shall actively engaged their district, com- 
merce, agriculture some other industrial pursuit. The Board will whenever the 
requisite subscriptions capital stock have been obtained, appoint the directors 
Class and designate one them chairman the board directors the 
Reserve Bank. Senator Representative Congress shall member The 
officer, director employee any bank; there prohibition against their holding 
public stock stock other banks. director Class shall officer, direc- 
tor, employee stockholder any bank. 


ELECTIONS DIRECTORS. 


Sec. Federal director-chairman the board directors, pending his ap- 
pointment the Organization Committee, shall classify the member banks the dis- 
trict nearly may three general groups; the groups consist nearly may 
banks similar capitalization; each group designated number. The 
directors each member bank will select ballot elector represent elec- 
tions directors the Reserve Bank; these electors will receive complete list 
the district electors, and nominations member banks for directors Classes and 
from the chairman within days after listing has been completed. Each bank 
elector shall within days thereafter certify the chairman his first, second and other 
choices directors for each member Classes and respectively, upon preferen- 
tial ballot; shall not vote more than one choice for any candidate. The candidate 
having majority votes for first choice declared elected. there 
majority, the candidate having majority twocolumns shall taken; 
there majority the first two columns, the candidate having majority 
three columns shall declared elected. either event, the result shall immedi- 
ately declared. 
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GOVERNMENT DIRECTORS AND RESERVE AGENTS. 


Sec. Directors Class shall appointed The Board from residents the 

Reserve District least two years. The Board shall designate one them, per- 

son tested banking experience, chairman the board directors and ‘‘Federal 
Reserve Agent.’’ addition his duties chairman, shall maintain under re- 
gulations The Board local office the premises the Reserve Bank which 
appointed; shall make regular reports The Board, and shall its official repre- 
sentative for the performance the functions The Board over the Reserve Bank. 
His annual compensation shall fixed The Board and paid monthly the Reserve 
Bank. Another director Class also person tested banking experience, will 
appointed The Board deputy chairman and deputy Reserve Agent; shall exer- 
cise the absence disability his principal the powers the chairman. 

All salaries directors, officers employes Reserve Bank must subject 
approval The Board. Directors Reserve Banks shall receive, addition any 
compensation otherwise provided, reasonable allowance for necessary expenses 
attending meetings their respective boards, paid their Reserve Bank. 
The full board directors each Reserve Bank shall its first meeting designate 

one director each whose term shall expire one, two three years respec- 
tively; thereafter each director chosen provided shall hold office for three years. 
Vacancies any class directors may filled for the unexpired term the manner 
provided for original selection. 


STOCK ISSUES. 


The capital stock shall consist shares $100 each. may increased 
banks become members, increase their capital and surplus; may decreased 
member banks decrease their capital stock surplus, cease members from 
any cause. Such shares Reserve Banks held member banks, cannot trans- 
ferred hypothecated. Public stock, which has voting power, may trans- 
ferred the chairman. Member banks shall upon increase capital surplus, 
subscribe for additional capital their Reserve Bank amount equal per cent. 
the increase, half paid the manner subscription originally made and half 
subject call The Board. But bank applying for stock after the organization 
Reserve Bank must pay par for shares, plus half one per cent. per month from 
date the previous dividend. Upon any increase decrease capital Reserve 
Banks, certificates thereof must executed due form and filed with the Comptroller 
the Currency. 


RESERVE BANK ASSETS BELONG GOVERNMENT. 


Secs. provision was made for the withdrawal any member from the 
Reserve Bank, although the language implication admits its right the phrase 
member,” and the requirement surrender capital stock upon 
the hands receiver, releasing each case liability unpaid capital remaining 
liability payable call. The member banks released, their receivers, receive 
back their investments and earned dividends the rate half one per cent. per 
month from the last dividend not exceed book value thereof. But member banks 
and purchasers public stock, who bear the whole burden losses and furnish the 
capital subject assessment with its liabilities declared have ownership nor share 
assets Reserve Bank; even the per cent. cumulative dividends must earned; 
the yield not guaranteed. While the government takes risk and through its ap- 
pointees controls all operations loans and profits the Reserve Banks, yet event 
failure takes over the assets and liabilities for settlement, forces each shareholder, 
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bank public, held individually responsible, equally and ratably, and not one 
for another, for all contracts, debts, and engagements such bank the extent 
the amount their subscriptions such stock, the par value thereof addition 
the amount subscribed, whether such subscriptions have been paid whole 
part, under the provisions the Act. (See Sec. 2.). 


BANK PROFITS. 


Secs. profits may made Reserve Bank, shareholders therein 
will receive annually per cent. cumulative dividends, when earned; the United States 
after all expenses have been provided and half net earnings added the surplus un- 
til reaches per cent. the paid-up capital, the original subscription per 
cent. the subscribed capital, receives all net earnings excess. Should any Reserve 
Bank dissolved liquidated, any surplus remaining after the payment the in- 
vestments the stockholders and debts, goes the Treasury the United 
Congress should, provided, dissolve the system any time after the 
the excess assets over liabilities goes the Treasury; the shareholders receiving 
nothing more than their investments cash and accrued earned dividends. 

The net earnings derived the United States from the Reserve Banks shall 
the discretion the Secretary the Treasury added the gold reserve held 
against United States notes, the reduction the outstanding public debt. 
consideration the services required the Reserve Banks,they with theircapital and 
surplus therein and the income therefrom shall exempt from Federal, State and lo- 
cal taxation, except taxes upon real estate; the exemption from taxation does not 
apply member banks any class. 


MEMBER BANKS. 


Sec. Section 5154 the Revised Statutes, for the conversion State banks into 
national banks was amended require that directors eligible banks organized under 
special law any State the United States desiring become national banking 
association, not contravention State law, may take such action only upon filing 
certificate approval per cent. its stockholders. After such approval and fil- 
ing the articles association duly executed, majority the directors may what- 
ever necessary complete the conversion. Such bank thereupon becomes subject 
the requirements the Act. 


STATE BANK MEMBERS. 


Sec. Any State bank eligible become national bank, and any bank organized 
under general law any State the United States may under the conditions imposed 
the Organization Committee the Federal Reserve Board become member and 
stockholder the Reserve Bank its district; its holdings stock therein shall sub- 
ject the same conditions national member banks. But such banks must sub- 
ject reserve requirements member banks and must submit the examinations and 
regulations imposed The Board. Such banks also become subject, with their offi- 
cers agents and employees, the provisions and penalties provided Sections 5198, 
5200, 5201, 5208 and 5209 Revised Statutes. Such banks must also make reports 
conditions and payment dividends the Comptroller, provided Sections 
5211 and 5212, Revised Statutes, and shall subject the penalties prescribed 
Section 5213 for failure make reports. 
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CONTROL MEMBER BANKS. 


Sec. Member banks must comply with the provisions this section and other re- 
gulations The Board, during the first three years State bank members 
may follow the laws their States charter location reserves. All member 
banks must addition the provisions the Act, conform the requirements the 
national banking act limitation liabilities such banks, the prohibition aga inst 
purchase loans upon their own shares, the withdrawal impairment capital, 
the payment dividends unearned; and further all rules and regulations imposed 
The Board. All member banks and the officers, agents and employees thereof remain 
subject the provisions and penalties cited Section governing State bank mem- 
bers. Upon violations thereof, failing comply with the provisions the Federal 
Reserve Act, the national banking act, the regulations the Federal Reserve 
Board, any member may required The Board after hearing surrender its stock 
the Reserve Bank, receiving from the Reserve Bank upon such surrender its cash- 
paid subscriptions with interest the rate one-half one per cent. per month, com- 
puted from the last dividend, earned, not exceed the book value thereof, less any 
liability the Reserve Bank, except the uncalled subscription liability which shall 
cancelled. The Reserve Bank shall upon notice from The Board required sus- 
pend the offending bank from further privileges membership and shall within days 
thereafter cancel and retire its stock and return its investment. The Board, which 
takes away privileges member banks may upon proof compliance with its condi- 
tions, restore them. 


THE FEDERAL RESERVE BOARD. 


Sec. 10. The Board, modeled the plan the Tyler proposal for Board Control, 
nearly years ago, will bureau the Treasury, with offices assigned 
the Secretary the Treasury; its chairman ex-officio. The Board will consist 
the Secretary the Treasury, the Comptroller the Currency, and five members 
appointed the President the United States, and with the advice and consent 
the Senate. The Board and the Comptroller are subject all powers vested 
law the Secretary the Treasury which relate the supervision, control and 
management the Treasury Department, including the functions issue currency, 
and whenever any powers vested the Act appear conflict with the powers the 
Secretary, such powers shall exercised under his supervision and control. Prac- 
tically, the Secretary chairman and Secretary the Treasury will the dicta- 
tor its financial policy. 


Section 324 the Revised Statutes was amended add the duties the Comp— 
troller that issue Federal Reserve notes under the general direction the Secre- 
tary the Treasury and under the supervision The Board. The Secretary may 
may not his discretion deposit the moneys the general fund the Treasury, with 
Reserve Banks, use member banks depositories. also authorized the 
Act call upon the Board direct its Reserve any Reserve Bank trans- 
mit the Treasury any all the gold held him security for reserve notes 
issued such Banks. 


QUALIFICATIONS BOARD MEMBERS. 


Sec. 10. Senator Representative Congress eligible. Two the appointed 
members The Board must persons experienced banking finance; not more 
than one shall appointed from any single Reserve District. their selection, the 
President shall have due regard fair representation the different commercial, 
industrial and geographical divisions the country. They shall devote their entire 
time the business The Board. One shall serve for two, one for four, one for six, 
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one for eight and one for ten years, and thereafter each member appointed shall 
serve for term ten years, unless sooner removed for cause the President. 
would seem from the wording that none the original members may removed during 
their designated term office without special act Congress.. 
unexpired term shall filled the case original appointment; vacancies occurring 
during the recess the Senate may filled commission the President expiring 
days after the Senate convenes. Members must take the oath office within 
days after appointment; each must before entering upon his duties certify under oath 
the Secretary the Treasury that not officer, director stockholder 
any banking institution trust company. 

The members The Board, and assistant secretaries the Treasury 
and the Comptroller the Currency, shall ineligible during their terms office and 
for two years thereafter hold any office, position employment any member 
bank, hence cannot serve director any Reserve Bank except appointment 
Federal director. 

The President will designate two the appointed members respectively 
governor and vice-governor The Board; neither are required persons bank- 
ing experience; the governor will be, subject The Board, its executive officer. The 
first meeting The Board will held Washington, C., date fixed 
the Organization Committee. full report its operations shall annually made 
the Speaker the House Representative who shall cause the same printed 
for the information Congress. 


SALARIES AND EXPENSES THE BOARD. 


Sec. 10. The Secretary the Treasury receives increase salary for his services 
The Board. The Comptroller the Currency will receive for his services the 
Board $7,500 per year, making his compensation from The Board and the Treasury 
Department $13,500 per year. greater salary than paid any federal office- 
holder, even the Vice-President, except the President, the justices the Supreme Court 
and Admiral George Dewey. Each appointed member The Board will receive 
salary $12,000 per year, payable monthly, and actual necessary traveling expenses. 
The salary list members The Board, including the Comptroller, and excluding 
other costs, will alone aggregate $67,000 per year, all paid the Reserve Banks. 

The patronage The Board will extensive. The issue Reserve Notes will 
prepared the bureau the Comptroller. The Board will upon the 
tion the Comptroller fix the salaries all bank examiners (sec. 21), and The Board 
will also order Reserve Banks cause examinations made any member bank 
will, the expense thereof borne the bank examined; such examination 
addition those the Comptroller. The Board may also order examinations 
any Reserve Bank. 

The Board authorized employ such attorneys, experts, assistants, clerks, 
other employees may necessary for the conduct its business and visatorial 
powers. Such appointments are not required subject civil service examina- 
tions, but the section specially provides that nothing therein shall prevent the, Presi- 
dent from placing such employees the classified service. addition, The Board will 
have the appointment three directors each Reserve Bank Board, three directors 
each branch Reserve Bank, the latter serve during its pleasure. apparent 
that the costs such bureau may add the direct costs the Reserve Banks 
least $3,000,000, over those now assessed upon national banks. The following provi- 
sion Section 10, indicates the unrestrained power The Board add the ex- 
penses Reserve Banks, and funds any call upon its member 
Banks make the shortage additional payment capital account: 

Federal Reserve Board shall have power levy semi-annually upon the 
Federal Reserve Banks, proportion their capital and surplus, assessment suffi- 
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cient pay its estimated expenses and the salaries its members and employees for 
the half year succeeding the levy such assessment, together with any deficit carried 
forward from the preceding half year.’’ 


POWERS THE FEDERAL RESERVE BOARD. 


The published reports the powers The Board, following the text the Reserve 
Act, the line least resistance, have omitted least one-third found elsewhere 
than Section the Act. Among them are the following: 

(1) and Sec. 21. 
employ such attorneys, experts, assistants, clerks other employees may 
required for the business The Board, their salaries and fees fixed advance 
employment and made payable monthly; and fix the compensation all direc- 
tors, officers employees Reserve Banks, and all examiners. 

(2) Sec. 11-j, and Sec. 
make all rules and regulations necessary perform its general duties, functions 
services specified the Reserve Act and exercise general supervision over the 
Reserve Banks and general specific powers supervision and control provided 
therein incidental implied. 


OVER RESERVE BANKS. 


(3) Secs. 4-11. 

prescribe rules and regulations for the operations Reserve Banks and their 

branches. 
(4) Sec. 16. 

make regulations governing the transfer funds and charges therefor among 

the Reserve Banks, and its discretion exercise the functions Clearing-house 

for Reserve and member banks, may designate Reserve Bank exercise such 
functions, and may require each Reserve Bank clear for its member banks. 
(5) Sec. 16. 

semi-annually assess Reserve Banks, the proportion their capital stock and 

surplus the aggregate all Reserve Banks, for the payment its estimated ex- 

penses and the salaries its members and employees, toget her with any deficit 
carried forward from the preceding half year, including also the costs preparing 
plates, dies, etc., and the expenses preparation Reserve notes. 

(6) Secs. 3-4. 

appoint directors Class each Reserve directors each branch 

Reserve Bank which for the maximum Banks and estimated 400 branches 

would make total 1,236 directors appointed; designate therefrom 

Reserve Agents, deputy agents for Banks and managers for branches, and fix their 

salaries paid the Banks addition the budget The Board. 
(7) Sec. 11-f. 

suspend remove any officer, director, any Reserve Bank and any branch 
Bank, the cause such removal communicated writing the 
and the removed officer director, and also remove any employee 

The Board. 

(8) Sec. 11-i. 

require bonds Reserve Agents Reserve Banks, and provide regulations for 

the safe-guarding all collateral, bonds, reserve notes, money, gold property 
held any such Agents deposit his Reserve Bank. 

(9) Sec. 16. 

Upon requirement the Secretary the Treasury cause any Reserve Agent 

transmit the Treasury much the gold his custody for any Reserve Bank, 

secure issues Reserve Notes, may required for the exclusive purpose re- 
demption such notes. 
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(10) Sec. 11-a. 
publish weekly statements showing the condition each Reserve Bank and 
consolidated statement for all Reserve Banks, showing singly and collectively their 
assets and liabilities combined with full information the character the money 
held each and collectively, and the amounts, nature, and maturities the paper 
and other investments owned held Reserve Banks. 

(11) Secs. 11-d and 16. 
supervise and regulate through the bureau the Comptroller the Currency 
the issue and retirement Reserve Notes, and prescribe the rules and regulations 
under which such notes may delivered the Comptroller Reserve Agents 
Banks applying therefor, with the rate interest paid thereon; which 
charged for their use such Banks; and require any time from any them 
additional security protect Reserve Notes outstanding, and instruct Reserve 
Agents grant whole part, reject entirely its application their Banks 
for Reserve Notes. 

(12) Sec. 
suspend for days and renew for periods days each, any reserve require- 
ment specified the Reserve Act for Reserve and member banks, and fix gradua- 
ted tax upon deficiencies reserves against liabilities. Upon deficiencies gold 
reserves held Reserve Banks against issued Reserve notes, the graduated 
tax upon the differerice between the required per cent. and 32} per cent. will not 
exceed per cent.per annum; upon further reductions below 32} per cent. increasing 
penalties will imposed per cent. per annum upon each decrease 
decline fraction thereof. 

(13) Secs. 3-4-11-b. 
regulate charges Reserve Banks for clearings collections; define the 
character their bills eligible for discounts; fix the rates discount; permit 
the affirmative vote five members The Board, require any Reserve Bank 
rediscount the discounted paper other Reserve Banks rates interest 
fixed The Board, regardless their apprehensions security and compel 
any Reserve Bank give its member banks equal opportunity discounts, ad- 
vances and accommodations. 

(14) Sec. 14. 
regulate the investments and loans Reserve Banks. 

(15) Sec. 
require Reserve Banks purchase United States bonds purposes, 
national banks desiring withdraw the same for sale, and pay for them par 
and accrued interest upon allotment proportion capital and surplus aggre- 
gate amount any one vear not exceed $25,000,000; permit the purchasing Re- 
serve Banks upon deposit such allotment with the Treasurer the United States, 
take out circulating notes without limit capital, the form now prescribed 
for national banks,or exchange half those bearing per cent. interest for year 
per cent. bonds without circulation privileges and half for one-year gold notes issued 
the Treasury, one year notes renewable yearly until maturity provided 
the Act. 

(16) Sec. 16. 
require each Reserve Bank maintain deposit the Treasury the United 
gold, not less than per cent, sufficient the judgment the Secretary 
the Treasury for the redemption its outstanding reserve notes, which shall 
counted part its gold reserve against notes. 

(17) Sec. 11-c. 
require Reserve Banks pay the taxes circulation and deficiencies reserves, 
and cause them add amount equal such taxes the rates interest and 
discount fixed under the regulations The Board, 
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(18) Secs. 11-a, and 21. 
examine yearly any time upon the application ten member banks the af- 
fairs any Reserve Bank, also member banks will; and require them such 
statements and reports their condition may deemed necessary. 

(19) Sec. 11-g. 
require writing off doubtful assets Reserve Banks. 

(20) Sec. 11-h. 
suspend for violations the Reserve Act, the regulations The Board; li- 
quidate reorganize any Reserve Bank. 


POWERS OVER MEMBER BANKS. 


(21) Secs. 
add reclassify existing reserve and central reserve cities, terminate 
their designation such; and add the list cities inwhich national banks 
shall not permitted make loans secured upon real estate farm lands. 

(22) Sec. 
require Reserve Banks suspend expel and force the surrender stock there- 
held member bank, for any violation the Reserve Act, the national bank- 
ing act, the regulations The Board, and upon proof compliance with law, 
restore the same membership. 


OVER MEMBER BANKS. 


(23) Sec. 22. 
approve reject application from any national bank establish branches 
any foreign country, and order special examination any foreign branch es- 
tablished. 

(24) Sec. 28. 
With the approval the Comptroller the Currency, grant refuse permission 
for reduction capital any national bank lower amounts within the minimum 
capitalization lawfully permitted. 

(25) Sec. 19. 
permit the checking against reserves held Reserve Banks member banks, 
provided that new loans made dividends paid until the full reserve has been 
restored. 

(26) Sec. 11-k. 
grant applying national banks special permit, State 
local laws, act trustee, executor, administrator, register stocks and 
bonds, under regulations prescribed The Board. 

(27) Sec. 16. 
fix the charges collected any member bank from its patrons upon checks 
cleared through Reserve Bank, and the charges which may made Reserve 
Banks for clearings collections; member banks are not prohibited from charging 

actual expenses incurred collections and remission funds for exchange sold 
patrons. 

(28) Sec. 19. 
permit prohibit member bank acting the medium agent non-member 
bank application for receipt discounts from Reserve Bank. 


© 
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THE ADVISORY BOARD. 


Reserve Bank, selected its board directors; their compensation and allowance 
for expenses may paid their Bank when approved The Board. Meetings will 
held Washington four times year, and other places will; also when- 
ever called The Board. The Advisory Board self-governing, but its functions 
are limited conferences with The Board business conditions; oral written 
representations concerning matters within its jurisdiction; call for information, and 
make recommendations regard conditions Reserve Districts, and upon de- 
tails operations the Reserve Banks. The extent which its 
may heeded does not view recent experience with public bureaus, appear im- 
portant. 


DEPOSITS RESERVE BANKS. 
Secs. 13-19. 

The Reserve Act does not permit deposits non-member bank funds Reserve 
Banks. Deposits member banks may consist lawful money, national 
reserve notes, checks and demand drafts upon solvent member banks; checks and 
drafts non-member banks were not included. Reserve Banks may receive de- 
posit, solely for exchange purposes, classes funds from other Reserve Banks, 
and checks demand drafts upon other Reserve Banks. Section provides that 
member banks may include their deposits with Reserve Banks, the required 
legal reserves, half each instalment eligible paper designated Section 
the Act, that is, paper secured government bonds, bills exchange, paper 
secured investments the classes, aside from stock exchange collateral, which Re- 
serve Banks may lawfully hold and are acceptable under the regulations imposed 
The Board upon Reserve Banks. Member banks must deposit such paper, in- 
dorse with waiver demand, notice and protest, shown below. 


RE-DISCOUNTS AND LOANS. 


Sec. 13. The discount rediscount Reserve Bank any bills receivable, and 
domestic and foreign bills exchange, and acceptances, authorized under the Re- 
serve Act, absolutely subject such restrictions, limitations and regulations may 
imposed The Board. 

Any Reserve Bank may discount notes, drafts and bills exchange arising out 
commercial transactions issued drawn for agricultural, industrial commercial 
purposes, the proceeds which have been used, are used, for such purposes, 
upon determination definition, within the meaning the Act, The Board, the 
character the paper thus eligible for discount, upon the indorsement any its 
member banks, with waiver demand, notice and protest such banks. Nothing 
the Act shall construed prohibit such forms paper, secured staple agri- 
cultural products, other goods, wares merchandise, from being eligible for such 
discount, but such definition shall not include paper covering merely investments, 
issued drawn for the purpose carrying trading stocks, bonds other invest- 
ment securities, except bonds and notes the United States. All such paper admitted 
discount with Reserve Banks must have maturity time discount not over 
days. special provision permits discount paper for agricultural purposes, 
based live stock, maturing the time discount not over six months per- 
centage the capital Reserve Bank, ascertained and fixed The Board. 

The country banks least, are doubtful value. waiver 
demand, notice and protest required with indorsement member bank might lose 
the drawee indorser. Moreover there may arise question bill exchange 
against actually existing values, and the discount commercial business paper 
actually owned the drawee, might not come under the definition borrow- 
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Section 5200 R.S. The Reserve Act gives The Board power define its charac- 
ter (see Sec. 26) and its determination supersedes any former ruling. Section per- 
mits against such paper secured staple, perishable agricultural 
products other forms merchandise upon the loss which indorser might become 
liable; may also construed include the much discussed warehouse receipts for 
products and merchandise any kind held ready for shipment within the 
loan. 

The Board prohibited its definition the character commercial paper from 
inclusion loans covering investments, issued drawn for the purpose carrying 
trading stocks, bonds other investments, except government bonds notes. 
This could applied almost any class investments, not mentioned the Act, par- 
ticularly mortgage bonds. Reserve Bank allowed discount paper based 
upon Stock Exchange collateral, for loans made for the carrying trading stocks 
and bonds saleable therein. The inference possible from the text that such Banks 
may discount paper for speculative purposes based government bonds notes; 
manifest discrimination favor speculators such securities. Under the con- 
struction, paper business men, secured stocks and bonds could not rediscount- 
Reserve Banks. 

The most remarkable power given The Board was that authorizing Reserve 
Bank discount paper drawn issued for agricultural purposes based live stock, 
maturing not more than days, percentage its capital fixed The Board. 
That say: The Board may permit the funds Reserve Banks, composed wholly 
funds invested deposited member banks, and the profits thereof, held surplus 
form, tied paper based upon agricultural requirements live stock, and 
then compel the Reserve Banks New York, Chicago and other eastern points 
take and rediscount the paper, issued perhaps the Bank origin under political 
pressure. Upon rock similar nature, foundered the Pennsylvania State Bank 
the United States. 

The combination legislative and judicial powers The Board, regulation, 
definition and construction The Reserve Act, where not actually prohibited, exceeds 
those any department executive authority government, and incomprehensible 
under constitutional forms representative government. raises the issue: ‘‘Can 
Congress under the Constitution delegate its powers legislation bureau any 
Department executive 


RESTRICTIONS UPON EXCHANGE OPERATIONS. 


Reserve Banks may discount acceptances which are based the importation 
exportation goods maturing the time discount not more than three months, 
when indorsed least one member bank. the great volume foreign exchange 
handled outside national banks and largely agencies foreign banks, the re- 
striction member banks such facilities, will not regulate the exchanges; wiil not 
reduce the profits foreign, nor non-member banks. Nor will the Act break the 
control foreign banks over domestic exchanges. The restriction the aggregate 
such notes and bills exchange, signed indorsed person, company, firm cor- 
poration, and rediscounted for any one member bank ten per cent its unimpaired 
capital and surplus, without regard basic actually existing values the 
security, emphasizes the evident purpose not disturb the profits agencies for- 
eign banks this country which are not restricted law, while restricting every 
possible point the business operations banks who under the 

Any member bank may accept drafts and bills exchange upon and growing out 
transactions involving the importation exportation goods having not more than 
six months run, amount equal any time the aggregate half its paid-up 
stock and surplus, when drawn good faith against actually existing values. 
This provision not only throws the burden proof value upon the member bank; 
fixes one-half its capital and surplus the limit such accommodations. where 
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limit previously was fixed. this extent, reduces the operations exchange 
member banks. Section 5202 was amended include among liabilities national 
banks such may incurred under the Reserve Act. 


OPEN MARKET OPERATIONS. 


Sec. Banks may under the control The Board purchase and sell the 
open market, home abroad, either from domestic foreign banks, firms, 
corporations, individuals, cable transfers and banker’s acceptances and bills ex- 
change the kinds and maturities the Act made eligible for rediscount, with 
without the indorsement member bank. That say, they may buy from 
sell non-member banks and all others, any form paper described, competition 
with member banks, without the restrictions imposed the latter. Every Reserve 
Bank shall have power: 

(a) deal gold coin and bullion home abroad, make loans thereon, ex- 
change Reserve notes for gold, gold bullion, gold certificates, and contract for 
loans gold coin bullion, giving therefor, when necessary, acceptable security, 
including the hypothecation United States bonds other securities which Reserve 
Banks are authorized hold; 

(b) buy and sell, home abroad, bonds and notes the United States, and 
bills, notes, revenue bonds, and warrants with maturity from date purchase 
not exceeding six months, issued anticipation the collection taxes anti- 
cipation the receipt assured revenues any State, county, district, political 
sub-division, municipality the continental United States, including irrigation, 
drainage and reclamation districts, such purchases made accordance with 
rules and regulations prescribed The Board. This paragraph brings the Reserve 
Banks into direct competition for investments with every national and state bank 
the country, operating always, remembered, with capital and deposits furnished 
member banks; 

purchase from member banks and sell, with without its indorsement, 
bills exchange arising out commercial transactions herein before defined; 

(d) Toestablish from time time, subject review and determination The Board, 
rates discount charged the Reserve Banks for each class paper, which 
shall fixed with view accommodating commerce and business. 
the conditions rediscount permitted, totally inadequate prevent crisis 
similar that 1907, when loans upon such collateral were unavailable); 

(e) Toestablish accounts with other Reserve Banks for exchange purposes and, with 
the consent The Board, open and maintain banking accounts foreign countries, 
appoint correspondents, and establish agencies such countries wheresoever may 
deem best for the purpose purchasing, selling and collecting bills exchange, and 
buy and sell with without its indorsement, through such correspondents agents, 
bills exchange arising out actual commercial transactions which have not more 
than days run and which bear the signature two more responsible parties. 


TREASURY DEPOSITS. 


The Secretary the Treasury may may not direct the deposit the moneys 
the general fund the Treasury, Reserve Banks, except the per cent. fund for 
the redemption banknotes and the funds provided the Act 
for the redemption Reserve Notes. may may not his discretion order the 
deposit revenues the government, any part them, the Reserve Banks. 
When deposited, disbursements may made checks drawn against such depo- 
sits. The Reserve Banks shall, when required the Secretary, act fiscal agents 
(The Act didnot provide that such services should without charge). The Secretary 
may may not continue use national banks depositories public funds. But 
public funds the Philippine Islands, the postal savings, any governmental 
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funds, shall deposited the continental United States any bank not belonging 
the system established the Act. And nothing the Act prohibits the Secretary 
from using member banks depositories. 


NOTE ISSUES. 


Sec. 16. The note issues authorized Federal Reserve Banks have limitations 
the ability each collect and deposit commercial paper with the Agent its 
premises The Board, the amount per cent bonds possible purchase any 
year for deposit with the Treasurer the United States exchange for national cur- 
rency, similar that issued national banks; the nat ional banks surrender cir- 
culation bonds, they may taken within annual amounts not over $25,000,000 
Reserve Banks described later. The Reserye notes are issued The Board 
and deposited such amounts The Board determines, for the purpose making 
advances Reserve Banks upon deposit collateral prescribed. The Reserve Notes 
are obligations the United States and shall all national and 
member banks and Reserve Banks and for all taxes, customs, and other public dues. 
They are not legal tender however and one except banks, tax officials the Treas- 
ury can compelled accept them. Nor will they pay debts other countries. 
obligations the United States, they shall redeemed gold demand the 
Treasury Department the United States, the city Washington, District 
Columbia, gold lawful money any Federal Reserve Bank. Under the Act, 
the United States cannot compelled, nor morally obliged redeem such notes 
any sub-treasury outside Washington. The Reserve Banks have the option 
redeem them over the counter gold any lawful money. 

Issues Reserve notes held the custody Reserve agents will made only upon 
application Reserve Banks and tender eligible security commercial paper. The 
Board may instruct the Reserve agent refuse the issue. the extent issue made, 
Reserve Banks must pay interest, whether held Bank loaned out and going into 
general circulation. The Board becomes hence responsibie for inflation currency 
under the Act. Such Notes and those authorized under Section Reserve Banks 
become upon issue first and paramount lien all assets the Bank. The Board may 
any time call upon Bank for additional security protect notes issued toit. Daily 
reports Reserve agents issues Banks and withdrawals thereof must made 


the Board. Notes issued will bear distinctive letter and serial number their 
face. 


RESERVE BANK RESERVES. 


Each Bank shall maintain reserves gold lawful money equal 
its deposits, and reserve gold against its Reserve notes, actual circulation and not 
offset gold lawful money deposited with its Reserve agent, equal percent. 
thereof. The Board shall also require each Reserve Bank maintain deposit 
the Treasury sum gold not less than per cent. issues, sufficient the judgment 
the Secretary for the redemption Reserve notes; such fund counted part 
its gold reserve. long any such notes Reserve Bank are outstanding, such 
fund must maintained the amount demanded the Secretary. 


REDEMPTIONS AND WITHDRAWALS. 


Deposits Bank notes another Reserve Bank cannot paid out money; 
they must-be returned the Bank issue for credit redemption; the penalty for 
violation ten per cent. the face value the notes paid out. When presented 
the Treasury, Washington, such notes will redeemed out the per cent. gold 
fund and returned the Bank. The latter may reimburse the fund deposit law- 
ful money where redeemed, otherwise gold gold certificates must deposited. 
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Reserve notes paid into the Treasury for taxes other revenues may exchanged for 
gold from the redemption fund and returned the Bank issue, deposited the 
the Treasury Bank. Notes unfit for circulation shall returned Re- 
serve agents the Comptroller for destruction. 

Any Reserve Bank may with the approval its Reserve agent withdraw from his 
custody collateral security and substitute other eligible collateral. Any Reserve Bank 
may any time reduce its liability for notes circulation deposit with its Reserve 
agent Reserve notes, gold, gold certificates, lawful money. But Reserve notes, 
deposited, cannot reissued without permission and deposit new collateral. 
The Reserve agent shall hold such gold and lawful money for redemption Reserve 
notes offered his Bank. But order The Board directed the Secretary 
the Treasury, such gold must transmitted the Treasury used exclusively for 
redemption purposes such notes. will noted that among the “altruistic pur- 
the system the function issue notes collect gold for the Treasury; 
the Reserve Banks receive back gold; merely Hence the operations 
tend substitute notes place gold and gold certificates circulation. 


PREPARATION RESERVE NOTES. 


The Reserve notes will prepared the bureau the Comptroller under 
the direction the Secretary the Treasury, with distinctive numbers Banks 
denominations $5, $10, $20, $50 and $100, required, and will deposited the 
sub-treasury mint nearest the Bank issue for delivery upon order the Comp- 
troller. The Reserve Banks are pay all costs preparation issue and retire- 
ment such notes upon advance estimates made The Board. The plan 
inspection plates, dies, and paper provided Section 5174 for national 
currency extended cover the new notes. The appropriations unexpended under 
the act May 30, 1908, and any distinctive paper hand, may used for purposes 
the Act and insufficient the Secretary the Treasury authorized use any Trea- 
sury funds not otherwise appropriated. 


CHARGES AND COLLECTIONS. 


Every Reserve Bank shall receive deposit par from member banks 
other Reserve Banks, checks and drafts drawn upon any its member banks, the 
Treasury, and when remitted Reserve Bank, checks drafts drawn any mem- 
ber bank another district upon funds deposited such Reserve Bank member 
bank. The Board shall regulate transfers funds and charges therefor among Re- 
serve Banks and may its discretion exercisé the functions clearing house for Re- 
serve Banks, may delegate Reserve Bank exercise such functions, and may also 
require each Reserve Bank clear for its member banks. The Board shall fix charges 


collected member banks clearing checks their patrons through Reserve 
Bank and the charges the reserve Bank for services clearings collections. Mem- 
ber banks are not prohibited from charging actual expenses incurred collections and 
remission funds, for exchange sold their patrons. But there can profits 


from such services. 


CIRCULATION BOND DEPOSITS. 


amount registered government bonds, were repealed. 


Provisions existing laws Section 5159 the act June 20, 1874, 
and Section the act July 12, 1882, and others requiring that before any national 
bank may begin business, shall deliver the Treasurer the United States stated 
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member bank, desiring retire the whole any part its circulation, 
may any time after 1915, during the ensuing years, make application the 
Treasurer the United States sell for its account par and accrued interest (regard- 
less their present worth) United States bonds held secure circulating notes 
retired. The Treasury shall quarterly notify The Board the list applications. 
The latter may require the Reserve Banks upon allotment aggregate capital and 
surplus purchase such bonds upon applications least ten days old;-such sales shall 
not aggregate over $25,000,000 annually, including purchases Banks the market 
under Section the Act. Upon notice bonds sold upon its account, the owning 
member bank will required assign its quota bonds sold the Reserve Bank 
designated. The latter will pay for the bonds lawful money. Out the payment, 
the Treasurer shall retain sufficient redeem outstanding notes secured the bonds 
sold; the balance any the member bank. provision was made for taking 
bonds non-member banks other than permitted under present laws. 

Reserve Banks may re-deposit such bonds with the Treasurer under Section 
the Act and take out notes form and tenor national currency equal amount; 
without limit capital. Such notes become first lien their assets, equal with 
Reserve notes. The Reserve Banks may receive from the Treasury exchange for the 
per cent. bonds with circulation privileges and none outstanding, one year gold notes 
the United States without such one-half the amount bonds offered; for 
the balance may given per cent. gold bonds without circulation privilege. 
The condition for such exchange obligation Reserve Banks renew the gold 
notes yearly during years may required the Secretary during the period. 
The bonds provided may used any exchange for the gold notes issued. 

For purposes such exchange, the Secretary the Treasury authorized issue 
par one year gold Treasury notes coupon registered form denominations 
$100 any multiple thereof, bearing per cent. interest per annum payable quarterly. 
Such notes are exempt principal and interest from all taxes and duties the United 
States, except under this Act, and also from taxes under any State local authority. 
For the same purpose, was authorizéd issue par per cent. gold bonds payable 
years after issue. Such bonds are the same tenor and effect per cent. 
bonds without circulation privilege outstanding. 


RESERVES MEMBER BANKS. 


reduction reserves was provided for non-member national banks. The 
reduction member banks does not begin until the Secretary the Treasury shall have 
announced the establishment Bank for member banks specified district. There- 
upon its member banks may reduce reserves. National banks located Alaska out- 
side the continental United States may stay out the system and maintain present 
reserves; or, except the Philippines, may become member banks any reserve dis- 
trict. Otherwise member bank allowed keep deposit with non-member 
bank sum excess ten per cent. its own paid-up capital and surplus. 

Secs. 19-20. The Act repealed take effect immediately much Sections and 
the act June 20, 1874, permitted national bank count part its legal re- 
serve its per cent. fund the Treasury held against note redemptions. Section 
the Act provided also that the reserves member bank with Reserve Bank may, 
under regulations and subject penalties The Board, checked against and with- 
drawn for payment existing liabilities, but banks defaulting reserves cannot 
make new loans, nor pay any dividends, until the total reserve has been restored. The 
plan transfers reserves follows: 


NET DEPOSITS ABOLISHED RETURNS. 


The plan ascertaining required reserves upon net deposits found deduc- 
tion Treasury deposits and other items from gross deposits abolished; reserves will 


ANALYSIS FEDERAL RESERVE ACT 


figured separately upon demand and time deposits. Demand deposits within the 
meaning the Act comprise all deposits payable within days, including Treasury 
deposits. Time deposits comprise all deposits payable after days and all savings 
accounts and certificates deposit which are subject not less than days notice 
payment. estimating the required reserves against bank deposits, the net balance 
amounts due from “other shall taken the basis for 
serves against bank deposits. 


COUNTRY BANKS. 


Sec. 19. member bank outside reserve cities, now hereafter defined, shall 
maintain reserves equal percent. the aggregate amount its demand deposits, 
and per cent. its time deposits, follows: its vaults during three years after the 
establishment Reserve Bank the district, five-twelfths; thereafter, four-twelfths; 
the Reserve Bank during the first year, two-twelfths, and for each succeeding six 
months additional twelfth until five-twelfths have been deposited, the permanent re- 
quirement. During the first three years, the balance reserves may held home 
vaults Reserve Banks, national banks reserve cities now. After three 
years, such balance may held the will the member bank home the Bank. 
Most them will keep the optional balance home. 


BANKS RESERVE CITIES. 


Member banks reserve cities shall keep reserves equal per cent. 
demand deposits and per cent. against time deposits follows; during three years 
its vaults six-fifteenths thereof, and permanently thereafter five-fifteenths; the Re- 
serve Bank during the first year, three-fifteenths and for each succeeding six 
additional fifteenth until six-fifteenths have been deposited, the permanent requirement. 
The balance may,during three years,be held the Reserve Bank,or in‘national 


banks any reserve central reserve city now; thereafter the balance may held 
Reserve Banks home vaults the will the member bank. Since such reserves 
bear interest, the reserve will held home where possible. 


BANKS CENTRAL RESERVE CITIES. 


bank reserve city has heretofore kept all its reserves its own 
vaults from time immemorial. From the establishment Reserve Bank the dis- 
trict,member banks shall keep reserves per cent. against demand deposits and per 
cent.against time deposits follows: from the start six-eighteenths must held 
vaults, seven-eighteenths the Reserve Bank, and the balance its will either. 
Lack confidence the proposed mange ment the Reserve Banks will probably cause 
most them risk little their funds possible where they can not sure 
real money emergency. 


SPECIAL PRIVILEGE RESERVE BANKS. 


Federal Reserve Banks are specially authorized receive from member banks 
reserves, not exceeding one-half each instalment, eligible paper described Section 
the Act when indorsed member bank, with waiver demand, notice and 
protest. big undertaking for indorsers. 


STATE BANK MEMBER RESERVES. 


bank trust company member required the law its state 
keep reserves either home with another state bank trust company, such reserve 
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deposits construed within the meaning the act held national 


bank reserve city during the three years period. But such reserves must there- 
after held provided for other member banks. 


PROHIBITIONS MEMBERS. 


Sec. 19. Except thus provided, member bank shall keep deposit with any 
non-member bank sum excess ten per cent. its own paid-up capital and surplus, 
and member bank shall act the medium agent non-member bank, without 
the permission The Board, applying for receiving discounts from Reserve 
Bank. That is, must not extend its privileges non-members whom may need 
apply for business favors. 


BANK EXAMINATIONS. 


Section 5240 amended require the Comptroller appoint examiners 
who shall examine member banks twice oftener each year. The Board may authorize 
case state banks and trust companies who are member banks, the acceptance 
examination under state authority but may any time direct special examination. 
The fee system abolished. The Board will fix salaries all examiners upon recom- 
mendation the Comptroller. The expenses all examinations, provided under the 
Act will assessed upon banks proportion capital and resources the date 
éxaminations. 

addition the examinations the Comptroller, every Reserve Bank with the 
approval the Board, its Reserve agent, may provide for special examination its 
member banks, the expense charged the latter. The purpose inform The 
Board the conditions member banks and the lines credit which are being ex- 
tended them. The Board shall order least once each year examination each 
Reserve Bank; upon application ten member banks, The Board shall order special 
examination and report the condition their Reserve Bank. 

The section adds Section 5241 upon visitorial powers other than examina- 
tions the Comptroller vested courts justice, the following extraordinary 
powers: such shall shall have been exercised directed Congress, 
either House thereof, any committee Congress, either House, duly author- 


Were such vast powers investigation delegated Congress the Con- 
stitution? 


LOANS, GRATUITIES AND COMMISSIONS. 


Sec. 22. member bank, any officer, director employee thereof, shall make 
any loan grant any gratuity bank examiner; the penalty thereof fine 
$5,000, imprisonment for one year, both; similar penalty attaches the recipient 
examiner, who will also become permanently disqualified hold such position. 
examiner shall perform for compensation any other service during his term office for 
any bank, officer, director employee thereof. public private, shall 
disclose the names borrowers, the collateral for loans member bank other 
than proper officers such bank, upon the written permission the Comptroller, 
competent jurisdiction, direction Congress, either House thereof, any 
committee Congress, either House duly authorized, under penalty similar 
that imposed upon taking gratuities. Thus was increased again the visitorial 
powers Congress. 
provision special interest banking lawyers appears follows: than 
the usual salary director’s fee paid any officer, director, employee member 
bank, and other than reasonable fee paid said bank such officer, director 
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employee, officer, director, employee, attorney member bank shall 
beneficiary receive, directly indirectly, any fee, commission, gift, other 
consideration for connection with any transaction business the 
raises the question how much business may obtained for banks without special com- 
missions and the charges lawyers for services rendered. 


LIABILITY NATIONAL BANK STOCKHOLDERS. 


Sec. Stockholders national banks who shall transfer register the transfer 
their shares within days next before the failure such bank meet its obligations, 
with knowledge such impending failure, shall liable the same extent such 
transfer had not been made, the event that the transferee fails meet such liability. 

This does not affect any recourse suit such original owner shares against the 


transferee. 


LOANS FARM LANDS. 


Sec. 24. Any national bank, outside central reserve city, may make loans secured 
improved and unencumbered farm land within the same reserve district for period 
not longer than five years, nor for amount exceeding per cent. the actual value 
the property offered security, aggregate amount equal percent. its 
capital and surplus, one-third its time deposits. Such banks may continue 
heretofore receive time deposits and pay interest the same. The Board shall 
have power add the list cities which national banks shall not make loans 


farm lands. 


FOREIGN BRANCHES NATIONAL BANKS. 


Sec. 25. Any national bank with capital and surplus not less than $1,000,000, may 
with the consent, approval and under the regulations The Board, establish branches 
foreign countries dependencies the United States for the furtherance foreign 
commerce, and act fiscal agents, when required for the United States. Such ap- 
plication shall specify addition the name and capital the applicant bank, the 
place which branches are established and the amount capital em- 
ployed Such banks shall furnish any time information upon such branches 
the Comptroller and The Board may order examinations thereof its will. The 
accounts each branch shall conducted independently, and the end each fiscal 
period the profit and loss thereof accruing shall transferred the general ledger 


the parent bank, separate item. 


INCONSISTENT LAWS REPEALED. 


Sec. 26. All provisions law inconsistent with superseded any provisions 
the Act are that extent only repealed. The Act March 14, 1900, was reaffirmed 
and special powers were given the Secretary the Treasury maintain parity gold 
and strengthen the gold reserves the Treasury, borrow gold thesecurity 
United States bonds, authorized Section the Gold act, one year gold notes 
bearing interest not exceed per cent. per annum, sell the same necessary 
obtain gold. the Treasury justify, may purchase and retire such bonds 


and notes outstanding. 


REENACTMENT CERTAIN LAWS. 


Sec. The provisions the Act May 30, 1908, for the issue additional national 
bank circulation and creating National Monetary Commission, was extended one year 
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June 30, 1915. Sections 5153, upon deposits Treasury funds, 5172 printing 
banknotes, and 5214 taxes circulation, Revised Statutes, amended the act 
1908, were re-enacted read originally enacted, subject modifications the 
Reserve Act. Section the act 1908 was amended read: 

banking associations having circulating notes secured otherwise than 
bonds the United States, shall pay for the first three months tax the rate 
per cent. per annum upon the average amount such their notes circulation are 
based the deposits such securities, and afterwards additional tax-rate one- 
half one per cent.per annum for each month until tax per cent.per annum reached 
and thereafter such tax per cent. per annum upon the average amount such 


From the experience with taxed notes state banks after the Civil War, this tax pro- 
hibitory. 


REDUCTION NATIONAL BANK CAPITAL. 


Sec. 28. Section 5143 amended read that any association, formed under this 
title, may, the vote stockholders owning two-thirds its capital stock,reduce its 
capital any sum not below the minimum permitted national banks; effective only 
upon the consent the Comptroller and the Board. 


SUPREME COURT CANNOT DECLARE LAW INVALID. 


Sec. 29. The section provided that judicial invalidation any clause, sentence, para- 
graph, part the Act, court competent jurisdiction, shall not affect, impair, 
invalidate the remainder the Act, but shall confined its operation the 
clause, sentence, paragraph, part thereof directly involved the controversy 
which such judgment shall have been rendered. That say: Congress undertakes 
act restrict the powers independent action vested the Constitution the 
United States the Supreme Court, the court last resort. The conflict powers 
with those coordinate branch the Government hence impends. 


CONGRESS MAY REPEAL THE ACT WILL. 


Section the Act expressly reserves the right amend, alter repeal the 
Federal Reserve Act. Hence any future Congress may decree the closing such 
Reserve Banks, the payment their liabilities debtors and capital stockholders, 
and take over for the purposes government any remaining assets thereof. 


COMPARISONS. 


The following calculations capital and reserves national banks available for 
resources under the Reserve Act, held Reserve Banks and home vaults are 
interest general comparison. State banks were not considered. The figures were 
based upon the abstract conditions national banks October 21, the latest pub- 
lished report. They show groups the capital required national banks members 
Reserve Banks; the change methods figuring net deposits, the reductions 
reserves, compared with the report, with condensed statements total changes. 
understood that the figures are the actual returns the abstract, merely reconstruct- 
furnish comparison with permanent conditions expected upon the expira- 
tion the three years reorganization reserves; the figures October represent 
the minimum expected all national banks become members. practice, the 
results three years’ increase accretions bank power would constitute the maxi- 
mum, now impossible estimate. The intermediate stages transfer reserves 
from the present approved reserve agents were not included because lack space. 
Enough developed however give fair approximation the conditions ex- 
pected under the organization Reserve Banks. 
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The separation time deposits from individual deposits becomes necessary be- 
cause the reduction reserves upon time deposits 5per cent. Based upon the 
abstract, the total time deposits central reserve cities amounted $15,549,305.76, 
which less than million were held Manhattan national banks. The total time 
deposits the reserve cities amounted $146,889,315, and country national banks 
the great sum $1,204,690,574. 

The Reserve Act requires that member banks shall keep reserves against all demand 
deposits, which will, unless otherwise construed The Board, include those due the 
Treasury Department and postal banks. Net balances bank deposits are 
considered demand deposits. Based upon the abstract October 21, the banks 
central reserve cities show demand deposits $1,534,130,535. per cent., the re- 
quired reserves would $276,143,496. Upon time deposits defined above, the 
required reserve $777,465. With the per cent. redemption fund 
$3,867,865, the total required reserves would equal $280,788,826, compared with the 
present requirement $385,254,730. This would reduce total reserves $104,465,904, 
nearly the amount $107,691,485 required deposited such banks the District 
Reserve Banks. 

The demand deposits lesser reserve cities amounted $1,545,213,581, subject 
per cent. total requirement $231,782,037; time deposits $146,889,315 5per 
cent. equals $7,344,466. With the per cent. fund $18,190,047, the total required 
reserves would $247,316,550. The present required reserve being $478,790,099, the 
reduction would $239,663,596. Such banks will have keep deposit with Reserve 
Banks aggregate the figures $95,650,602. 

country banks the demand deposits equal $2,009,301,896. Upon percent. 
basis, this would show required reserves $241,116,217. The time deposits 
$1,204,690,574 per cent. would require $60,234,539 reserves. With the percent. 
fund $23,751,015 added, the total would $325,101,771. present requirements 
being $557,397,536, the reduction $232,295,765. These banks would the aggregate 
keep deposit reserves with their Reserve Banks $125,562,813. 

The figures show that the total reserves required all national banks who become 
members including the per fund will reduced from $1,421,442,365 
$853,207,147, reduction required reserves from present figures $568,235,268. This 
reduction does not into effect however until Reserve Banks have been organized 
districts. Then national banks whole will required maintain deposits after 
three years aggregating the basis $328,904,900. This can seen the following 
divisions according location and proportion reserves held. 


DISTRIBUTION RESERVES AFTER THREE YEARS. 


Upon organization, member banks central reserve cities must keep their 
required reserves $276,920,961, excluding the per cent. fund, seven-eighteenths 
thereof, $107,691,485 Reserve Banks their districts; six-eighteenths $92,306,987 
shall kept home vaults and the balance $76,922,489 may kept home 
Reserve Bank. This would retain desired $169,229,476 reserves home with the 
released surplus $104,465,904; plus the holding reserves Reserve Bank, without 
interest. 

Banks reserve cities must keep permanently after three years their total 
required reserves $239,126,503, excluding the per cent fund, six-fifteenths $95,650,- 
602 deposit Reserve Banks compared with the present amount $227,907,934 
now held other reserve agents. Six-fifteenths the same amount must held 
home vaults and the balance $47,825,299 optional keep home Reserve 
Banks. This total $143,475,901 which may kept home, plus the released 
surplus $231,473,549 and the deposit Reserve Bank, which bears interest. 

Country banks must keep permanently after three years the required reserves 
$301,350,756, excluding the per cent. fund, five-twelfths thereof $125,562,813 
Reserve Banks compared with their present deposits reserve cities amounting 
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$100,450,250, must kept home and the balance 
$75,337,693 may their option held home Reserve Banks. The total re- 
serves home vaults thus would $175,787,943 plus those Reserve Banks which 
bear interest, addition the surplus released $232,295,765. 

Thus appears the general review that the reserves required all national banks 
under the new system are minimum $817,398,220, held follows:$328,904,900 
Reserve Banks; $288,407,839 home vaults; $200,085,481 optional home make 
vault reserve $488,493,320, plus the $568,235,218 surplus released from present re- 
quired reserves. 

The total capital and surplus national banks central reserve cities aggregated 
$347,495,000. They must subscribe capital stock $20,649,700 and pay $10,423,350 
upon organization Reserve Banks, the remainder call The Board. The total 
capital and surplus reserve city banks aggregated $449,196,920, hence they must 
invest capital stock par $26,951,815 upon payment $13,475,908, the balance 
remaining call. The capital and surplus country national banks aggregated 
$989,013,366. They must subscribe capital stock $59,340,801 and pay thereon 
$29,670,400; the balance remaining call The Board. The total capital stock the 
Reserve Banks that basis would amount par $106,942,316 paid gold 
gold certificates; the first payment being $53,569,658 and the balance call 
The Board. 

Upon the basis the returns the abstract October last, the capital stock 
the Reserve Banks for national banks will aggregate par $106,942,316; that paid 
up, $53,569,658. The required deposits all national banks would the figures and 
after three years become permanent requirement amounting $328,904,900 the 
minimum. This would furnish outside accretions meantime resources and business 
other banks certain bank power from national banks alone $382,474,558. the 
balance call included, the total from national banks alone would equal total 
$436,044,216, barring always repeal modification act Congress and changes 
under the authority and regulations The Board. 

Upon the aggregate reserves deposits national banks $328,904,900 required 
held Reserve Banks, the Act requires vault reserve per cent. such de- 
posits; subject upon the per cent. gold reserve against Reserve notes penalties 
The Board for depletion below the required percentage. This extension the 
much criticised plan reserves what effect chain central banks would 
tie cash least $115,000,000 over per cent. the estimated cash bank 
power $382,474,558. Not bank Europe restricted accommodations; 
large bank any system American history was subjected such restriction. 


RAYMOND DODGE. 
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This Department embraces all the newly-decided cases of importance to 

bankers, bank counsel and bank directors. The experiences they disclose 

are likewise worthy the careful attention and study of the merchant, 

the depositor and the bank student seeking advancement. Further infor- 

mation regarding any case published will be furnished on application. 


RIGHTS BONA FIDE PURCHASER BILL 
LADING. 


B, W. McMahan & Co. v. State Nat, Bank, Court of Civil Appeals of Texas, November 12, 1913, 
160 S. W, Rep, 403, 


bank, under arrangement with cotton dealer, paid drafts drawn the 
dealer, attached cotton bills lading. The bank then entrusted the bills lading 
the dealer for the purpose obtaining compress receipts and paying the freight bills, 
the dealer promising return the bills. The dealer, however, sold the cotton 
innocent purchaser, without the bank’s knowledge consent. was held that the 
purchaser obtained title the cotton and that the bank was entitled against 
him. 


Action the State National Bank Shawnee against the Mallory 
Steamship Company, which impleaded McMahon Co., who filed 
petition intervention. From judgment for plaintiff, the intervener 
appeals. Affirmed. 

Taliaferro, This suit was the State National Bank Shawnee 
(Oklahoma) against the Mallory Steamship Company for the recovery 
100 bales cotton possession the steamship company; the bank claim- 
ing title the cotton. The Steamship Company impleaded McMahan 
Co., who, petition intervention, set their claim the cotton. 
agreement the cotton was sold, the Steamship Company was dismissed 
from the suit, and the money held await the determination the rights 
the bank and the interveners, who are appellants here. 

The facts briefly stated, are: Liddell Co., cotton buyers 
some sort, called were dealing Shawnee, Okla., and vicinity. 
They approached the State National Bank Shawnee and obtained 


NOTE.—For other similar decisions, see Banking Law Journal Digest, §67. 
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verbal agreement from that bank honor drafts drawn upon them with 
bills lading for cotton attached; such drafts accepted them and 
the cotton held the bank and sold jointly and the Liddells, from 
the proceeds which sales the bank was reimbursed. The Liddells 
had account with the bank any time but had executed note and 
mortgage personal property secure possible deficiencies the cotton 
sales. 


pursuance this agreement the Liddells’ agents bought cotton from 
various persons who drew drafts for the price the cotton. These drafts 
were drawn upon the Liddells favor either the shippers the banks 
through which they were drawn. due course business they came 
the State National Bank Shawnee with bills lading attached. They 
were accepted the Liddells and paid the bank. The bills lading 
were all shipper’s order, and the bills lading and the drafts were all 
held the bank subject its agreement with the Liddells. 


Prior October 17, 1910, Liddell, Jr., one the parties the 
contract, made agreement sell, did sell, the cotton question 
Co., appellants this case, without the knowledge 
consent the bank. October 17th Liddell, Jr., went the 
bank and, his request, was given possession the bills lading “so that 
might pay the freight and obtain compress receipts for the 
promised perform this service and bring the compress receipts back the 
bank once. The bills lading were given him for that purpose and 
his receipt taken therefor. took them the railroad company and ob- 
tained the compress receipts, but, instead returning with them the 
bank, delivered the receipts McMahan Co., who, virtue the 
receipts, took possession the cotton. McMahan Co., buying the 
cotton, acted good faith, without knowledge the theft the bills 
lading and compress receipts Liddell, and they paid full value for the 
cotton.The bank did not discover the theft the bills lading until about 
October 25th, when upon inquiry discovered that the cotton had been 
sold Co., and that was then Galveston custody the 
Mallory Steamship Company, consigned McMahan Co. parties 
New York. Judgment was rendered the court below favor the bank, 
and this appeal prosecuted McMahan Co. 


Appellants’ first assignment error insists that McMahan Co. 
purchased the cotton open market, from regular dealer, full price, 
the usual course trade, and without notice any right, title, interest 
the bank, and that therefore took good title the cotton with the right 
possession. this case which the doctrine innocent purchaser 
could apply, appellants’ contention unanswerable. such case? 
The relation the parties the transaction and the character the prop- 
erty involved are important matters consider resolving the question. 
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LEGAL DECISIONS 


The first points determined are: Was the title the cotton ever vested 
the appellee bank, and so, was the possession Liddell the bills 
lading and compress receipts, the manner which acquired them, 
indicia title which would vest his vendee, innocent purchaser for value 
with title superior that the bank? answering these questions 
becomes necessary determine the nature bill lading its relation 
commercial usages. well settled that bill lading only 
negotiable, being the representative personal property and not money. 
The transfer bill lading has only the effect transferring the title to, 
and the constructive possession of, the very goods for which the bill 
representative. The bills lading this case were issued the owners 
the cotton and were drawn “shipper’s order” and consigned Liddell 
Co. The term “shipper’s well understood commercial usage 
and means that the title remains the shipper until has ordered delivery 
the goods. The bills Lading question were indorsed blank the 
shippers and attached them drafts drawn upon Liddell Co. for the 
price the cotton. the drafts either the shippers themselves the banks 
through which they were transmitted were made payees. The drafts came 
the appellee bank due course business, were accepted the Liddells, 
and paid appellee. The cotton was never any time actually con- 
structively the custody control the Liddells. vestige title 
interest the cotton ever vested the Liddells. -The only way they could 
have acquired interest the cotton was pay the drafts held appellee, 
when under their contract the bills lading must have been turned over 
them. Dows National Bank Milwaukee, 637, Ed. 214. 
Liddell Co. did not pay the drafts, and title ever vested them unless 
the delivery the bills lading Liddell, Jr., under the 
this case was sufficient vest them with title. 


too well settled for discussion that bank which pays draft 
attached shipper’s order bill indorsed blank, becomes the 
owner the goods represented thereby. Such ownership invests with 
title to, and constructive possession of, the goods, and actual delivery 
unnecessary perfect the proprietorship. Therefore, under the facts 
above stated, the appellee bank was, the time the bills lading were 
taken Liddell, Jr., the owner and possession the 100 bales 
cotton question. Adoue Seeligson, Tex. 593; Dows National 
Bank Milwaukee, supra; Bank Bank Tex. Civ. App. 535, 
209; Campbell Alford, Tex. The many cases cited and discussed 
the above cases render further citations here unnecessary. 


Cotton compress receipts the course such business here re- 
vealed are simply warehouse receipts, and the legal status the warehouse 
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receipt identical with that bill lading far its sale transfer 
carries the constructive delivery and ownership the goods for which 
stands. Clay Gage, Tex. Civ. App. 661, 948; Cyc. 407, and 
cases cited; Stamford Compress Co. Farmers Merchants’ Bank (Sup.), 
144 1132 and cases there cited. 


If, then, the appellee bank was the legal owner and holder the cotton 
October 17, 1910, and that time Liddell Co. never had any right 
title thereto, was the delivery the bills lading the bank 
Liddell, Jr., that day, such delivery transfer the title to, pos- 
session of, the cotton vest innocent purchaser from him good 
title against the bank? This question can only answered the negative. 
has been shown, bill lading not like bill exchange, carrying 
the purchaser good faith, mere indorsement and delivery, title good 
against the world. The transfer the bill lading delivers but the goods 
and passes the purchaser better title than the seller had. The sale 
found stolen property, property obtained fraud, vests better 
title because the sale made through the means instrument called 
bill lading. bill lading but receipt for specific goods, and when 
Liddell sold Co. sold them the cotton which was 
the tortious, not felonious possessor, and they took the title had and 
more. Stollenwerck Thacher, 115 Mass. Merchants’ Nat. Bank, 
101 557, Ed. 892; Cyc. 418 and cases there cited; Bank 
Ed. 998. The first assignment overruled, and what has been said 
disposes also assignments Nos. 43,5 and and they are overruled. 


But appellants contend, their sixth assignment error, that the 
bank was, its own negligence, trusting the bills lading the custody 
Liddell, Jr., estopped deny his right sell. They admit that 
they did not assert the defense estoppel but contend that their plea 
innocent purchaser for value, considered with the petition the plaintiff, 
was sufficient raise the issue their behalf although not specifically set 
their pleading. They contend that the appellee its original petition 
alleged its own negligence when stated that ‘‘intrusted the bills lading 
Liddell, and that complete their defense estoppel they 
had but shown, under their plea, that McMahan Co. had bought from 
Liddell good faith, for value and without notice. 


Estoppel affirmative defense, and under our practice, from the 
earliest date, has been held that affirmative defense must specially 
plead. the case Smith Sherwood, Tex. 461, our Supreme Court 
said should known this time that all affirmative defenses should 
specially pleaded. Keeble Black, Tex. 69; Scarberough Alcorn, 
Tex. 360, 72; Barker Abbott, Tex. Civ. App. 147, 
72; Rail Bank, Tex. Civ. App.557, 865; Hollifield Landrum, 
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Tex. Civ. App. 195, 979; Casey Treadwell, Tex. Civ. App. 
480, 791; Tex. Produce Co. Turner (Sup.), 583; Stanger 
Dorsey, Tex. Civ. App. 573, 129; Anderson Nuckles, 
184. The trial court held that the allegations the pleadings were 
not sufficient raise the issue estoppel, and must concur that 
holding. However, should conceded that the pleadings the plain- 
tiff can this case construed supply allegation omitted from the 
appellant’s intervention, must still held that neither such allegation 
nor the fact was sufficient show negligence the bank such manner 
estop from denying the authority Liddell sell the cotton. 

The sixth assignment error therefore overruled. This also disposes 
assignments Nos. and and the third proposition under assignments 
Nos. 43, and 10. 

Appellants’ eighth assignment error and the fifth proposition under 
their eleventh assignment error are overruled. They present questions 
the sufficiency the evidence support the findings the trial court. 
There evidence support these findings and not therefore within the 
province this court reverse them. 


find error the judgment the lower court, and the judgment 
affirmed. 


MOTION FOR REHEARING. 


Appellants contend that this court erred holding that the title 
the cotton was appellee bank, because they assert the compress tickets 
(warehouse receipts) issued the cotton compress upon the surrender 
the bills lading Liddell were issued such fact was 
proven. The tickets receipts themselves were not introduced evidence, 
nor was there any evidence any kind which showed whose favor the 
tickets were issued. Appellants must have had their power make this 
proof, and the facts would have been beneficial their interest, must 
assumed that they would have done so. have carefully considered 
appellants’ motion for rehearing and find reason for altering our former 
opinion, and the motion therefore overruled. 


BANK NOT LIABLE FOR CHECKS PAID AGENT 
PAYEE. 


Newmark Grain Co. v. Merchants Nat, Bank, Supreme Court of California, September 25, 1913, 
135 Pac, Rep, 958, 


The plaintiff corporation kept its account the defendant bank and arranged that 
checks, payable the plaintiff, delivered the bank, indorsed with rubber stamp, 
should credited the plaintiff’s account and that checks, which bore the rubber 
stamp indorsement and the indorsement ink officer the corporation should 


NOTE.—For other similar decisions see Banking Law Journal Digest, 
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paid cash the person presenting them. Officers the plaintiff frequently attached 
their signatures the stamped indorsement, when such signing was not necessary, and 
bookkeeper, the authorized agent the company, cashed these checks and appro- 
priated the money. was held that the bank, having acted good faith and ac- 


cordance with the arrangement with the plaintiff, was not liable for the amounts 
these checks. 


Action the Newmark Grain Company against the Merchant’s Na- 
tional Bank Los Angeles. From judgment for defendant, and from 
order denying plaintiff’s motion for new trial, plaintiff appeals. Affirmed. 

Melvin, There were causes action, which were dismissed 
the court below. Findings were waived four others, the seventy-seventh, 
eightieth, eighty-first and eighty-fourth. The eighty-sixth and eighty- 
eighth causes action are covered the same findings which are applicable 
the first causes. The eighty-ninth cause action common count 
for money had and received, and refers the same moneys sued for the 
other parts the complaint. will therefore consider collectively the 
first causes action. 

The object the suit was compel the bank pay the moneys 
collected upon various checks, drawn upon other banks, made 
the Newmark Grain Company and indorsed that corporation the 
order the defendant. The complaint alleged that these amounts had 
been deposited regular course business with the Merchants’ National 
Bank Los Angeles for collection for the account the plaintiff. De- 
fendant admitted receiving the checks, but denied that they were received 
for account the plaintiff. alleged the answer that the amounts 
for the various checks were paid one Schickl, the ostensible 
agent the plaintiff; that the cashing the checks question for plain- 
tiff’s bookkeeper was done courtesy and incidentally the usual 
banking business the parties the action, extending over period 
approximately three years; that the plaintiff had been guilty laches which 
ought prevent recovery; and that was estopped its conduct from 
receiving any relief. The court found all issues favor the defendant, 
including one that Schickl was the authorized agent plaintiff. There was 
question that Schickl received the moneys and feloniously appropriated 
them his own use. There denial that was the employ the 
plaintiff. The only serious question upon answer which all the find- 
ings are really based whether not the banking corporation had authority 
cash the checks for him instead crediting the plaintiff with the amounts 
called for. Among the other findings the following, which attacked 
the appellant: “It had been expressly agreed and understood between plain- 
tiff and defendant, and part all banking transactions defendant 
with plaintiff, that all checks presented plaintiff, its officers, servants, 
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employees, which checks were indorsed with the name plaintiff there- 
means rubber stamp solely, should credited the account 
plaintiff the pass bank book thereof, but that whenever checks were 
presented defendant bank plaintiff, any its officers, servants, 
employees, which checks had indorsed thereon the name plaintiff means 
rubber stamp writing, and had also indorsed thereon means 
pen and ink written signature the name any corporate officer 
plaintiff, and the said person persons presenting said checks indorsed 
aforesaid should did request defendant bank cash the same and 
deliver the cash the person persons presenting the same aforesaid, 
then said defendant bank was and would authorized pay the cash the 
amount said last-mentioned checks said persons persons pre- 
senting the same, and said payments would deemed made plaintiff.” 
Appellant does not question our oft-repeated rule that will not 
undertake settle material conflict testimony, nor disturb finding 
based thereon, but the counsel for appellant submit that the uncontradicted 
material evidence proves the bank’s authority have been limited the 
deposit the checks plaintiff’s credit. this behalf they call attention 
the terms the indorsement made rubber stamp furnished 
plaintiff defendant. This indorsement was the following language: 
the order Merchants’ National Bank, Los Angeles, Cal. New- 
mark Grain the checks here involved this indorsement was fol- 
lowed the name ink some officer the company authorized sign 
checks, for example, Treas.,” ““M. Newmark,” “H. 
insisted that the added name did not vary the indorsement, which was 
written contract capable being changed only contract writing, 
and that the court depended upon evidence tending show only variance 
parol. The testimony showed that for years the bank had done business 
with the plaintiff and its predecessor, the firm Newmark Edwards. 
During Mr.Faw, who was trusted employee, was authorized 
transact any and all business for the firm with the defendant. was 
testimony that Mr. Faw made arrangement whereby checks indorsed 
the firm name, and bearing the name also any one authorized sign 
checks for the firm, would accepted courtesy and cashed for the mem- 
ber the firm employee presenting them. Checks bearing merely the 
rubber stamp indorsement would not cashed, but would passed the 
credit the firm. This arrangment was continued during the existence 
the partnership, cash being paid only upon those checks bearing the im- 
print the rubber stamp and the written indorsement one the persons 
empowered draw checks for Newmark Edwards. For years Mr. Faw 
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attended most the banking business for the firm, and continued 
act after the formation the corporation plaintiff, which occurred 
January, 1906. After the incorporation the Newmark Grain Company, 
and until the middle 1907, when Schickl entered the employ plaintiff, 
Mr. Faw continued most the banking business. When the corpora- 
tion succeeded the partnership there was change the methods busi- 
ness with the bank, except that Mr. Roy Newmark’s name was added the 
list those authorized sign checks, and the bank was notified that Mr. 
Edwards had withdrawn from the business. Early 1906 the question 
Faw’s practice writing only his initials instead his name under the in- 
dorsement made the stamp came for discussion. 


Two the witnesses, employees the bank, testified regarding 
conversation between Mr. Faw and Mr. Anderson, the cashier (who died 
before the trial). Mr. Ramboz gave account this conversation, which 
said occurred the bank time, according his recollection, just 
previous the middle February, 1906. Among other things this witness 
said: Anderson called Mr. Faw and stated the tellers had been com- 
plaining about indorsements appearing the checks the Newmark Grain 
Company—complaining the indorsements Mr. Faw being merely 
‘Faw.’ called his attention the fact those checks had been 
presented with the request pay cash them, and was not entirely 
satisfactory. Mr. Faw stated was not very good health, and 
great accommodation him allowed that. Mr. Anderson 
agreed todo it. Mr. Faw instructed Mr. Anderson pay cash anyone 
who presented those checks indorsed with the rubber stamp endorsement, 
‘Pay the order Merchants’ National Bank, Los Angeles, Newmark 
Grain Co.’, then the written endorsement ‘T. F.’ ‘Faw,’ any the 
other officers the Another witness, Mr. Fraser, said this 
conversation: substance the conversation was would continue 
cash checks the Newmark Grain Company with the written indorsement 
any officers the Newmark Grain Company; and Mr. Faw replied that 
was the way the business would carried on, just 


Schickl was employed bookkeeper for the plaintiff for period ex- 
tending from June, 1907, until October, 1909. Although attended 
nearly all the corporation’s business with the bank, and had general super- 
vision the books and access the safe, the first audit after was em- 
ployed was October, 1909, when his were discovered. When 
began his term employment was introduced the bank the 
secretary the plaintiff, who stated that Schickl was the new bookkeeper, 
and that would transact business with the bank behalf plaintiff. 
was thereafter recognized the agent plaintiff. deposited many 
checks bearing the indorsement the plaintiff without the individual 
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signatures any its officers, and received cash courtesy upon checks, 
each which had, addition such indorsement, the written signature 
person authorized draw against the account. will thus seen that 
the finding which plaintiff complains amply supported the evidence, 
plaintiff’s objection that the written contract indorsement was varied 
parol not tenable. sure, the testimony defendant’s witnesses 
was contradicted that the witnesses for plaintiff many particulars, 
but with this conflict are not concerned. Respondent admits the force 
all the authorities cited appellant the effect that written contract 
indorsement, when plain and unambiguous, may not varied parol. 
The gist the written contract indorsed upon each check the use the 
rubber stamp was that the bank upon which the check was drawn would pay 
the defendant bank its order the amount represented the check. 
The agreement which passed title the bank did not necessarily control 
the disposition the proceeds. That matter which may regulated 
collateral agreement. When check indorsed bank deposited 
the ordinary course business, the title immediately passes the bank, 
which gives credit once the depositor. Plumas County Bank Bank 
Rideout, Smith Co., 131 Pac. 360. The bank not the agent the 
depositor, but the relation that debtor and creditor. 


therefore competent for the bank enter into agreement with 
reference the disposition the sum thus credited. There 
compulsion arising out the written contract indorsement whereby the 
bank and the customer are prohibited from disbursing the moneys credit, 
except through the process independent check drawn against the former 
the latter. This matter governed usage special contract. 
For example, where check payable individual guardian another, 
the bank not compelled pay out the funds him guardian. may 
credit the money represented the check his personal account. The 
language whereby the bank obtains title does not necessity control the 
disposition the proceeds. U.S. Fidelity Guaranty Co. First National 
Bank Monrovia, Cal. App. 438, 123 352. Unquestionably such 
contract could made writing would require the depository dispose 
the fund represented check particular manner, and appellant 
has cited numerous authorities sustaining such contracts. Among these and 
typical their class are White Miners’ Nat. Bank, 102 658,26 
Ed. 250, and Com. Nat. Bank Hamilton Nat. Bank (C. C.), Fed. 880. 
such cases the courts were dealing with special indorsements prescribing 
the exact manner credit for the paper involved, but here the indorsements 
were directed the title the checks passing the bank, and not the 
method paying outthemoney. clear that the bank was duly author- 
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ized cash such checks and that such authorization was not derogation 
written contract, and that the method indicating the checks 
directly cashed was the written indorsement one the plaintiff’s 
officers, following the general order the corporation appearing upon the 
back check. 

The only other question requiring answer that relating the 
finding that Schickl was the agent, either actual ostensible the New- 
mark Grain Company. That was least the ostensible agent plain- 
tiff are convinced. Sections 2315, 2317, 2334, 
conceded that the evidence does not show actual agency—that is, supposing 
Mr. Faw had right make the arrangment for the cashing the specially 
indorsed checks, the fact remains that the officers plaintiff did frequently 
attach their signatures checks when such signing was not necessary 
the usual course deposit, and did intrust such checks Schickl. They 
were least put upon inquiry they did not know why desired such 
extra, personal indorsements, The bank, acting good faith upon the 
arrangement with Faw, thus apparently ratified the officers the 
corporation, fully protected. Bank Ukiah Mohr, 130 Cal. 268, 
Pac. 511; Columbia Mill Co. Natl. Bank Minn. 224, 
case last cited very instructive and very much like the 
one bar. The plaintiff had furnished the bank the signature one 
Zeidler, its treasurer, the only person authorized sign checks. There 
grew up, however, custom sending the bank for deposit checks 
payable the order the mill company, indorsed only the impression 
the plaintiff’s name rubber stamp. Heilpern, who was the trusted 
bookkeeper the plaintiff, had been accustomed for years take the 
bank and receive thereon money for checks indorsed merely the stamp. 

The check which the suit was brought was one bearing the imprint 
the stamp and Heilpern’s own signature under it. The bank relied the 
custom the parties show implied, least apparent, authority 
pay out the money Heilpern without Zeigler’s signature. The court held 
that such manner conducting the business the plaintiff’s office might 
have been proved would have justified the jury finding that its officers 
must have known the custom the bookkeeper and the cashier regard 
checks, and that such finding had been made, the intention vest 
authority might have been implied. 

conclude, therefore, that the judgment sufficiently supported 
the findings discussed above, and that the evidence supports the findings. 


The judgment and order are affirmed. 
concur: Lorigan, J.; Henshaw, 
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NOTE GIVEN AND PAID UNDER DURESS. 


Nelson v, Leszczynski-Clark Co,, Supreme Court of Michigan, November 3, 1913, 143 N, W, Rep, 606, 


Where store manager was told that there was shortage his accounts and 
that, unless made good the amount, would prosecuted criminally, where- 
upon gave note which paid the following day, was held that the payment 
was made under duress, although new threats were made the day payment, 
and that the manager was entitled recover back the amount paid. 


Action Edward Nelson against the Leszezynski-Clark Company 
corporation, and others. There was judgment for plaintiff, and de- 
fendants bring error. Affirmed. 
Kuhn, defendant corporation organized under the laws 
this state, and engaged the general mercantile business the village 
Palms, Sanilac County. The defendants John Clark and John Ryan 
were stockholders the corporation, which was capitalized $3,000. The 
plaintiff, young married man the age 24, was employed the de- 
fendant company December 1909, the manager its store, and re- 
mained charge until November 28, 1910. Previous this employment 
had spent nearly all his life farm, with the exception one year when 
had worked mail carrier. had also worked about six months 
grocery store country village, and for three months prior his em- 
ployment the defendant company had been engaged putting orders 
the wholesale house Clark McCaren Company, Bad Axe. The 
business management had been taken over May, 1909, Mr. Potts, 
who because ill health, was obliged leave the business August, and 
from that time the time plaintiff’s employment Mrs. Potts, assisted 
young man named Welsh, had charge. inventory the business 
was taken the time Potts assumed control; but inventory was again 
taken until after the plaintiff had become dissatisfied with his position, and 
had made arrangements West with relatives. When this inventory was 
compared with May, 1909, was found that loss $1,728.17 
had been sustained the interim. The was sent for, and 
December 1910, went Palms, where met Mr. Clark and Mr. Les- 
the store. The inventories were compared, and after telephoning 
defendant Ryan, who the cashier Bank Bad Axe, was arranged 
that place the same evening. There considerable dispute 
what occurred Palms and Bad Axe. not claimed that threats were 
made Palms; but the claim the plaintiff that private office 
the bank Bad Axe was told that there was shortage his accounts 
$3,000, and that unless made settlement, some kind, they would im- 
mediately have him “arrested and brought charge embezzlement, 
NOTE.—For other similar decisions see Banking Law Journal Digest, §182. 
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grand larceny, and criminal that, although denied any 
knowledge shortage, the threats were repeated, and was told that 
had better settle the matter and keep quiet, because would bring 
disgrace his wife and family and his own people; that was told that, 
although the shortage was $3,000, because sympathy for his wife and 
baby, they would accept $2,000. Thereupon signed promissory note 
for that amount, dated December 6th and payable one day after date. 
also signed and acknowledged before notary public the same time 
another paper, which read follows: “Bad Axe, Mich., December ‘10. 
this day given Company note for two 
thousand dollars, payable one day after date. said note paid when due 
said company release from all debts and obligations which admit 
that owe them; should fail paying said note, said company have the 
right commence criminal and civil action against 


The wife the plaintiff was sworn witness, and testified that when 
arrived home that evening was crying, stating that everything had been 
taken from him. Other witnesses testified his mental condition for 
some time after the settlement. the day after the settlement went 
the office Mr. Clark and demanded the return his note, which was 
refused. thereupon, accompanied brother-in-law, went the law 
office Mr. Boomhower Bad Axe, who the time was the prosecuting 
attorney Huron county, where was also joined his two brothers. 
claims have explained the situation Mr. Boomhower; that owed the 
defendants nothing; the giving the note and the threats; that Mr. 
Boomhower, after consulting the statute, told him that, charge were 
preferred against him, and were found guilty, could sentenced 
prison for not exceed five years; that would probably cost him $2,000 
fight the case, even won; that while Mr. Boomhower’s office also 
learned that the defendants had that morning commenced suit against him 
placing attachment his farm; that thereupon went the bank 
with his brothers, and arranged turn farm which owned over 
them security, and they took his note giving their own note for 
like sum, which they paid the following day. 


The defendants strongly denied making any threats, and testified that 
the plaintiff admitted the shortage, and the interview had with him 
stated that the inventories did not contain all the company then owed. 
Suit was brought, which resulted verdict for the plaintiff for $2,000 and 
interest. 


The questions involved this appeal are grouped appellants’ brief 
follows: That verdict for defendants should have been directed 
the trial court. Second. That the trial court was error instructing 
the jury that they might find for defendants only case the shortage ap- 
proximated $2,000. Third. That the trial court erred refusing in- 
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struct the jury regard voluntary payment with full knowledge the 
facts, and the instructions money had and received. Fourth. That 
statements plaintiff’s counsel were improper and 

discussing the first proposition, urged that the burden was upon 
the plaintiff establish duress, and that verdict should have been directed 
for the defendants, because plaintiff’s proofs show that the matter was fully 
and fairly settled upon the advice his own attorney and his relatives. 
Whether not such threats were made became question for the 
jury determine, and the trial judge, under careful instructions, submitted 
the question them. urged that the plaintiff’s proofs showed that the 
threats were made the time the execution the note, and that 
threats were made the following day which induced its 
ing plaintiff’s testimony true, that the threats were made, appears that 
the threats were prosecute unless the claimed shortages were paid. Having 
money with him, gave note payable the following day. was not 
necessary that the threats again repeated there was testimony show 
that the undue pressure was not removed the meantime. Briggs 


Withey, Mich. 136; Cribbs Sowle, Mich. 340, 587, Am. 


St. Rep. 166; Bentley Robson, 117 Mich. 691, 146; Knight 
Brown, 137 Mich. 396, 100 602; Am. Eng. Enc. Law (2d Ed.) 
614. 

The court charged the jury that they must not only find that the giving 
the note was induced threats criminal prosecution, but its payment 
also. cannot said matter law, under the facts this case, that 
the jury were not warranted finding that the undue pressure had been not 
removed. From the time the giving the note the time its payment 
plaintiff talked only with Kis wife, his brother-in-law, and his two brothers, 
who were farmers with particular experience business matters. 
demanded the return the note, which was refused. His conference with 
Mr. Boomhower certainly did not tend allay his fears. When was 
informed that, defendants pressed the charge, prison sentence was staring 
him the face, immediately paid his note. true that there must 
continued existence duress; but this question was properly submitted 
the jury. 

argued that the settlement the attachment suit would good 
consideration for the payment the plaintiff’s note given the preceding 
evening. The record shows that the attachment suit was not discussed 
mentioned between the parties jts commencement discontinuance, 
and the plaintiff heard only while Mr. Boomhower’s 
office. did not enter into the consideration either the notes. 

The judgment affirmed. 
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BOND SECURING DEPOSITS. 


Gilmore Co, United States Co., United States Circuit Court Appeals, October 29, 
1913, 208 Fed, Rep, 277. 


Where the agent railroad company delivered money and checks bank, 
which the company kept inactive account, receiving therefor cashier’s check, pay- 
able the order the company, the transaction purchase exchange and not 
deposit, not covered bond securing deposits. 


Action the Gilmore Pittsburgh Railroad Company against the 
United States Fidelity Guaranty Company. Judgment for plaintiff 
for less than the relief demanded, and brings error. Affirmed. 

McPherson, Circuit Judge. This case was submitted Judge 
Orr without jury upon agreed statement facts, which may sum- 
marized follows: 

The railroad company owns and operates alinein the states Montana 
and Idaho. The eastern terminus Armstead, small village Mon- 
tana, where connection made with the Oregon Short Line, and one its 
western termini Salmon, town Idaho. During the period 
question single train ran each day (Sundays excepted) between these points, 
moving east one day and west the next. The railroad maintained its 
operating department Armstead, but (as Armstead had bank) 
the department’s banking business, including its active account, was kept 
the First National Bank Dillon, the Oregon Short Line 
about miles distant. There were two mails day between Armstead 
and Dillon, and one mail alternate days between Armstead and Salmon. 

The railroad company had carried ordinary deposit account with the 
Salmon Bank since April 1910. was not very active account, for 
only comprised deposit $10,000 April and seven checks drawn ag- 
gainst this credit August and September which the credit was reduced 
$125.99. March, 1911, the bank asked the railroad company deposit 
part its current funds, and March 29th the bank was designated 
depository such funds. 

Accordingly April 19, 1911, further sum $10,000 was placed 
the railroad’s credit. May the bank, principal, and the United 
States Fidelity Guaranty Company, surety, executed bond the 
railroad company, obligee the penal sum $10,000 reciting that the 
railroad company had designated the bank depository the funds 
the Gilmore Pittsburgh Railroad Company Limited,” and provided that 
the bank should “faithfully account for and due and ordinary course 
business pay over legal demand all moneys deposited with said (bank) 
behalf the said (railroad other checks were drawn 
against this ledger account, that the sum $10,125.99 was due thereon 


the railroad company June 1911, the day when the bank closed its 


other similar decisions see Banking Law Journal Digest, §474. 
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doors. security for this deposit the railroad had another bond $10,000 
another company; this additional bond diminishing the Fidelity and 
Guaranty Company’s obligation one-half. The Fidelity Company admit- 
ted liability for one-half the sum just named, and the District Court entered 
judgment for this amount; but the railroad company alleged that further 
sum $3,280.34 was covered the terms the bond, and for this amount 
the Fidelity Company denied liability and this contention was sustained 
the court. The remaining facts that relate the dispute are 

Beginning with April 24, 1911, the railroad company’s station agent 
Salmon had regularly used the following method his 
collections: frequent intervals would take the Salmon Bank, such 
cash and individual checks (duly indorsed) were his hands and would 
obtain therefor cashier’s check the order the railroad company. 
This check would sent once the company the company 
would mail Dillon and deposit there; and the Dillon Bank would 
thereupon mail the Salmon Bank for presentation and collection. The 
agent Salmon did not deposit the cash and the checks the credit the 
railroad company’s ledger account there, and the cashier’s checks were not 
deposited. checks were drawn against that account either him 
any one else. The method just referred obtaining and collecting 
cashier’s checks was followed occasions during April and May, 1911, 
and all these checks were duly presented the Salmon Bank and were 
paid. But May and June two additional cashier’s checks for 
$2,428.14 and $752.20, respectively were obtained the agent the usual 
manner and payment both these checks was refused upon presentation. 
Thereupon the checks were charged back the railroad’s account the 
Dillon Bank. 

the nature these checks that now dispute, and the question 
is: Does the bond cover such transaction has just been described? Or, 
state other words, were the cashier’s checks “moneys deposited with 
said (bank) behalf the said (railroad company)?” opinion 
not yet reported, the learned judge answered this question the negative, 
and think was right. agree that the modern surety company 
should not receive the same degree protection that courts equity have 
always extended individual surety. Atlantic, Co. Laurinburg 
178 Fed. 692, 102 192. But surety company nevertheless 
entitled have its contract interpreted the ordinary rules law, and 

think these rules require hold that the bond suit does not cover such 
transaction the purchase the cashier’s checks now controversy. 
Under the facts agreed upon, the deposits covered the bond were “de- 
posits” the ordinary meaning that word—moneys credited ledger 
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account and subject the depositor’s check. effect these cashier’s 
checks were bills exchange drawn the bank’s officer the bank itself 
and accepted the very act drawing. Drinkall Movius Bank, 
Bank, Ann. 1651, South. 425. The agent was not attempting 
make the usual meaning the word the credit the rail- 
road company; the contract into which was entering was contract 
between buyer and seller exchange rather than contract between 
bank and depositor having account the ledger. the agent 
had been making deposit the ordinary course, the funds 
hands would have gone into the legder account and could only have been 
drawn out check thereon, which the agent did not draw and (so far 
appears) had authority draw. spite the very capable argument 
for the railroad comapny, seems clear that the transactions between 
the agent and the bank were not covered the bond. made 
under the facts now presented, and apparently had authority 
posit.” For convenience, perhaps for safety, transmuted the cash and 
the individual checks his hands into domestic bill exchange and for- 
warded the bill his principal settlement his collections. The ques- 
tion narrow one, and think does not need further discussion. 

The judgment affirmed. 


PAYMENT CHECK GIVEN GAMBLING 
TRANSACTION MAY STOPPED. 


Lloyd Robinson, Court Civil Appeals Texas, October 13, 1913. 160S. Rep. 128. 


The drawer checks given settlement gambling debt may stop payment 
them, and the payee cannot recover them action against the drawer. 


Action Robinson against Coke Lloyd. From judgment 
for plaintiff, defendant appeals. Reversed and remanded, with instructions. 


Hall, the month August, 1911, appellant, Lloyd, shipped 
cattle from his home Wise county Ft. Worth Tarrant county. 
After the sale the cattle proceeded appellee’s saloon, where 
claims became intoxicated, and the testimony undisputed that was 
drunk had very little recollection the amount money which 
expended the saloon and which lost game poker room over 
the saloon. This suit was instituted the justicecourt precinct No. 
Tarrant county, appellee, recover appellant the sum $165, being 
NOTE.—For other similar decisions see Banking Law Journal Digest, 135. 
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the aggregate amount three checks drawn appellant the First 
National Bank Decatur, Tex., and delivered appellee. Appellant 
testifies, and not denied, that the money obtained these three checks, 
addition $60, which appellant had when first went appellee’s 
saloon and gambling den, was all lost the Saturday night game poker, 
except $10, which appellee let him have check, and which appellant 
paid doctor who attended him while was recoving from the effects 
the liquor and “dope” which appellant claims was administered him 
appellee’s saloon, and which not denied. not denied that time the 
checks were given appellant fully intended that they should paid the 
drawee bank Decatur, and seems his condition sobriety was such 
the time that was incapable committing fraud, such had been 
his original intention. Appellant alleged his residence precinct 
No. Wise County, Tex., and negatived all the exceptions which under 
the venue statute would have given the justice court Tarrant county 
jurisdiction his person. His plea was sustained uncontroverted 
testimony. Appellee alleged follows: “That defendant, after deliver- 
ing said checks, has stopped payment them, and denying liability 
thereon, and thereby attempting defraud plaintiff his damage the 
sum $165; that after executing and delivering said checks, the defendant, 
while Ft. Worth, Tarrant county, telephone message sent his 
authority the First National Bank Decatur, stopped the payment 
said checks, and thereby attempted and did commit fraud against plain- 
tiff Tarrant county, Texas.” 


These allegations are insufficient charge such fraud would give 
the justice court precinct No. Tarrant county jurisdiction the 
person appellant, under subdivision art. 1830, 1911. The 
pleadings and evidence this case disclose that fraud had been per- 
petrated upon appellant, that had been induced, while intoxicated, 
engage unlawful game with cards; that the money obtained upon 
the checks has been lost such game, but that had intention stop 
payment the checks, the time they were executed. Subsequently, 
when informed friend that had been robbed, procured his friend 
the bank refuse payment them. This was not fraudulent 
act his part, but was attempt prevent the consummation 
which alleged had theretofore been perpetrated upon him. 


The rule this state is, any part consideration for contract 
illegal, the whole consideration void, and public policy will not permit 
the enforcement such contract between the parties, matters not 
whether the consideration illegal because consists some act prohibited 
statute, because violates some rule the common law. Seeligson 
Lewis Williams, Tex. 215, Am. Rep. 593. 


note given for money used gambling cannot collected 
between the maker and payee such defense interposed, and the 
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checks question stand upon the same footing. more fraud 
stop the payment such checks than plead and prove the illegality 
the contract suit upon the note. 


The county court erred overruling plea privilege, and the 
judgment reversed and the cause remanded, with instructions the 
county court Tarrant county enter order sustaining the plea 
privilege, change the venue the suit, and transfer the case the justice 
court precinct No. Wise county, Tex. 

Reversed and remanded, with instructions. 


NOTE PAYABLE DIRECTORS CORPOR- 
ATION. 


First Nat. Bank v. Walker, Supreme Court of Oklahoma, November 11, 1913. 136 Pac. Rep, 408. 


note payable the order the directors corporation may transferred 
the indorsement the corporation’s name due form. 


Action the First National Bank Stratford against Walker. 
Judgment for defendant, and plaintiff brings error. Reversed and re- 
manded. 

Brewer, The plaintiff bank sued defendant promissory note 
for $90 justice the peace court and obtained judgment. appeal 
the county court the court refused admit the note evidence, and gave 
judgment for defendant demurrer plaintiff’s evidence. These rul- 
ings the court present the errors complained of. 

The evidence shows that the defendant was one the original incor- 
porators co-operative gin company, and executed the note part 
payment for his subscription the capital stock the corporation; that 
the note was dated June 15, 1907, and payable December 31, 1907; that 
August 1907, the corporation borrowed from plaintiff $2,000 order 
the directors, and received the money and for corporate purposes, 
with the knowledge and assent all the directors; that secure the ob- 
ligation the bank the note suit, together with other notes, were the 
date the loan transferred and delivered the board directors the 
bank. not claimed that either the original loan the note suit have 
been paid. The defendant, after having denied that plaintiff was inno- 
cent purchaser for value before maturity, then set the defenses fraud 
and deceit and failure consideration. The note was ruled out when 
offered evidence, upon the following objection from defendant: “We 
object the offering the note evidence for the reason that the note has 
not been properly indorsed, This objection was based the fact 
that the note recited: promise pay the order directors 

NOTE.—For other similar decisions see Banking Law Journal Digest, 230. 
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Gin Mill Company Stratford, T., And the transfer plain- 
tiff when was delivered collateral was signing the the cor- 
poration Merrill, secretary and treasurer. 

The question then is: Does the language used the above note 
make the unnamed directors the payee, does make the corporation 
named payee. the corporation the payee, then the transfer the 
secretary and treasurer, the name the corporation, was certainly 
proper and passed the title the corporation. McBroom Corporation 
Lebanon, Ind. 268, said: note made payable the treasurer 
what purports corporation, without giving the name the treas- 
urer, is, effect, payable the corporation, and shows that the corporation 
the party interest; and suit the note properly brought the 
name the Nave al. Hadley, Ind. 157, thecourt 
say: “It well settled that note payable the cashier bank 
deemed payable the bank, and that the bank may sue thereon 
citing, “Baldwin Bank, etc., Wall 234 (17 Ed. 534); Garton 
Union Bank, Mich. 279; First National Bank, etc., Hall, 
395 Am. Rep. 698); Pratt Topeka Bank, Kan. 570; Fisher Ellis, 
Pick. (Mass.) 322. This the doctrine the case Bank, etc., 
Wheeler, Ind. Esley People Illinois, Kan. 510, where 
note was payable “the order the people the state and the 
parties the suit had proceeded the theory that the payee was fact 
“the state the Supreme Court sustained the judgment. the 
case Darby Berney Nat. Bank, Ala. 643, South, 881, the note 
suit was payable its face “J. Cobbs, Cashier,” and the court dis- 
cussing the right the bank maintain the suit payee say: “There 
was indorsement the paper Cobbs; and the point taken de- 
murrer that the complaint shows the legal title the note Cobbs, 
and hence that plaintiff was without right maintain this action. The 

authorities are opposed this position, and the law may said well 
settled that case like this the legal title the bank, and may sue 
its own name, averring either that the promise was made its agent for 
it, that the agent’s name was used adoption for that the principal. 


The demurrer was properly overruled”—citing authorities. See, also, Dan- 


iel’s Neg. Paper, vol. 101; Teideman Com. Paper, 17, and cases 
cited; Co. Farmers’ Nat. Bank, 130 Ind. 367, 411, 
Am. St. Rep. 246; Nave First Nat. Bank, Ind. 204; Vater Lewis, 
Ind. 288, Am. Rep. 29. 


believe that, matter law, the note this case shows the 
corporation which negotiated have been the real payee and owner 
and that therefore had the legal title and could transfer the same 
indorsement the name the corporation. Besides this case 
needed, the case admitted evidence, the intentions the parties, 
abundantly shown that was fact the property the corporation. 
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The court therefore erred refusing admit the note evidence; but for 
this error the plaintiff would have furnished evidence showing right 
recover, which the defendant would then have had the right overcome 
could his evidence. 

this case must returned for new trial, think proper ob- 
serve that, before defendant entitled introduce evidence the fraud 
and failure consideration alleged, must first substantiate his allegation 


challenging plaintiff’s claim innocent purchaser for value before 


While the defenses urged would good between the maker and payee, 
they are not good against innocent purchaser for value good faith 
before maturity. 


The cause should reversed and remanded for new trial. 


Per Curiam. Adopted whole. 


CHECK PAYMENT FULL. 


Dunn v, Lippard-Stewart Motor Car Co,, New bag ey Court, Special Term, November, 1913. 144 
N, Y. Supp. 349. 


The acceptance check for the amount claim admittedly due, bearing the 
words “This pays full,’’ does not prevent the creditor from recovering the amount 
disputed item arising out the same transaction. 


Action John Dunn against the Lippard-Stewart Motor Car Com- 
pany. From judgment for plaintiff, defendant appeals. Affirmed. 
Wheeler, think the judgment should affirmed. All questions 
presented seem purely questions fact, saving the question whether 
the giving the check, the defendant, the plaintiff, January 1912, 


for $22.14, and its acceptance the plaintiff, bars recovery for the dis- 


puted item $25.50, charge for making certain jigs connection with the 
manufacture certain parts furnished the defendant. 

the check, the upper left-hand corner the check, were printed 
the words “This pays and contended the appellant that the 
retaining and cashing this check constituted accord and satisfaction 
the plaintiff’s claim. The plaintiff claims these words escaped his notice 
when retained and collected the check, and such may well have been the 
facts appears have been part the form check used the de- 
fendant. But, even had the plaintiff been cognizant the words the 
check, not think that, under the circumstances this case, would 
preclude recovery. 

The evidence discloses that the defendant ordered the making 
certain parts, and this involved the making certain special jigs with which 
manufacture the parts. The cost making the jigs entered into the cost 

NOTE.—For other similar decisions see Banking Law Journal Digest, 27. 
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making the parts. the request the defendant, the plaintiff separat- 
the charges, showing the cost making the jigs independent the cost 
making the parts. The defendant then objected the charge for the 
jigs, and disputed the plaintiff’s right make any additional charge for 
them. Correspondence followed, and finally the defendant sent the check 
question for the amount the parts, less per cent. discount. The 
defendant the correspondence never questioned the charge made for mak- 
ing the parts, and differences ever arose between the parties the 
propriety the charges for which the check was given. 


The question therefore presented whether sending check for the 


amount the claim admittedly due and owing, and over which there 
dispute, even when containing the words “This pays can held 
bar suit for the disputed item. had this question for consideration 
Kleinfelter Granger (Sup.), Supp. 485, and there held that 
the payment amount concededly due and owing, even when made 
check saying full settlement, would not amount accord and satis- 
faction another claim over which dispute existed, citing Jaffray Davis, 
368, 61; Eames Vacuum Brake Co. Prosser, 157 289, 
986. 

This rule rests sound principle. The doctrine accord and 
satisfaction based upon the theory that there exists valid dispute be- 
tween parties over some demand, and that way compromise less sum 
accepted satisfaction and adjustment the dispute. is, however, 
plainly the duty every one pay what concededly owes, and would 
intolerable hold that one paying what admittedly owes should per- 
mitted attach condition the payment that settled all other disputed 
claims. Certainly there can said adequate consideration moving 
from one party the other sustain such accord and satisfaction. The 
payment one conceded indebtedness forms consideration for the satis- 
faction another claim. accordingly conclude that the acceptance 
the check did not bar recovery for the item dispute. 

the items dispute included the bill for $85.50, think the 
City Court properly disposed this matter. The jigs question were 
delivered February, and were kept and used the defendant until after 
June 8th. Then new engineer came the scene, and, without notice 
the plaintiff, left the articles his place business. The defendant could 
not escape liability pay for these articles such course dealing. 

think the City Court properly decided this case, and the judg- 
ment appealed from should affirmed, with costs the appeal. or- 
dered. 


ait 
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STATUTE NOTE UNDER 


Clarke v. Pierce, Supreme Judicial Court of Massachusetts, October 21, 1913. 102 N. E. Rep. 1094. 


Where seal attached promissory note action thereon may com- 
menced any time within twenty years after the action accrues. 


Action Brainard Clarke against Edgar Pierce, 
dict for plaintiff, and defendant excepts. Exceptions overruled. 

MORTON, This action recover upon promissory note pay- 
able the plaintiff order. The note under seal. There was verdict 
for the plaintiff and the case here exceptions the defendant the 
refusal the presiding judge make certain rulings that were requested 
and the charge far inconsistent with such rulings. 

The note was dated, “Chicago, Dec. 1894,” and there was 
evidence tending show that was signed, sealed and delivered the 
maker the piaintiff Chicago the day its date. There was also 
evidence tending show that William Clarke, the maker, died Pitts- 
field, January 26, 1911, and that had been resident and taxpayer 
Pittsfield continuously since 1902. There was nothing show what, 
material, the law Illinois was. 

The principal question relates the statute limitations which 
matter remedy and governed the law the forum. Bulger 
Roche, Pick. 36, Am. the law this state actions 
contracts under seal are limited years next after the cause action 
accrues. 202,§1. order avoid the effect this the 
defendant contends that the seal should treated surplusage, not, 
that the note still remains and considered simple contract, 
which case the action limited six years next after the cause action 

There doubt that where seal not required where has 
effect may disregarded. Sherman Fitch, Mass. 59; Blanchard 
Blackstone, 102 Mass. 343. negotiable promissory note does not re- 
quire seal; but there nothing its character which prevents the parties 
from affixing seal it, they choose so, and thereby rendering 
effectual contract under seal. manifest that the parties intended 
the note the present case under seal. concludes: “Given under 
hand and seal this 4th day Dec., There nothing the 
statute which excludes note under seal from its operation. The provision 
regard witnessed notes has bearing the question whether note 
under seal contract under seal within the meaning the statute. 
relates entirely different kind note and cannot construed ex- 
cluding notes under seal from the operation the 20-year limitation. 


NOTE.—For other similar decisions see Banking Law Journal Digest, 436-446. 
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the effect regarding the note contract under seal extend the per- 
iod limitation from years 20, cannot said that the seal 
consequence and may therefore disregarded. What effect, but for the 
statute, the seal would have had upon the negotiability the note this 
state not necessary consider. That question was explicitly left open 
Richards Barlow, 140 Mass. 218, 220, 68. now expressly 
provided statute that the validity and negotiability instrument shall 
not affected the fact, amongst others, that bears seal. 
73, 23, had long been provided statute this state before the 
passage the negotiable instruments law called that bond other 
obligation under seal issued corporation and purporting payable 
order the bearer should negotiable the same manner and the 
same extent promissory note (Pub. St. 77, Gen. St. 53, 
St. 1852, 76), and hence the question which has arisen other jurisdic- 
tions the negotiability such instruments has not come for dis- 
cussion here (Mercer County Hackett, Wall. 83, Ed. 548). 
follows from what has been said that the note suit must regarded 


contract under seal within the meaning the provision the statute 


limitations regard such contracts, and that the action not barred; and 
the weight authority. Garner Toney, 107 Ala. 352, South. 
161; Simpson Brown-Desnoyers Shoe Co., Ark. 598, 305; 
Barnes 115 Ga. 108, 243; Rawson Davidson, Mich. 
607, 565; Munro Hill, 476; Brown Jordhal, Minn. 
135, 650, Am. Rep. 560; Welfare Thompson, 276; 
Biery Hains, Whart. (Pa.) 563; Cye. 1035; Wood Limitations, 
§29; Daniel Negotiable Instruments (3d Ed.) 31, 32. 


The instrument was rightly declared promissory note. 


The rulings requested were rightly refused. Exceptions overruled. 


NOTICE DISHONOR EXCUSED. 


Gibbs v. Hopper, Supreme Court of Arkansas, November 3, 1913. 160S. W. Rep. 879. 


The fact that the drawer check has funds the drawee bank, either the 
time the drawing the check the time its presentment, and has right 
draw the bank, excuses the giving notice dishonor him. 


Action Hopper against Gibbs. Judgment for plaintiff, 
and defendant appeals. Affirmed. 


HART, This action was commenced the justice court 
Hopper against Gibbs, and appeal the circuit court the following 


NOTE.—For other similar decisions see Banking Law Journal Digest, 330. 
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facts were proved: the 9th day November, 1912, Gibbs, 
Montgomery county, Ark., drew check the Caddo Valley Bank, Womble 
Ark. favor Johnson, for $100. Johnson the same day, for 
value received indorsed the check Hopper, and the latter cashed it. 
the 11th day November, 1912, Hopper sent the check the Bank 
Amity, Amity, Ark., where did his business, and, the usual course, 
the 15th day November, 1912, the check reached the bank which 
was drawn, and, there being funds the bank Gibbs’ credit, the check 
was protested for non-payment. Notices were sent each the indors- 
ers, but none was sent Gibbs, the drawer the check. The testimony 
shows that there were funds the bank the credit Gibbs the 9th 
day November, the day the check was drawn, the 15th day 
November, the day was protested. The case was tried before the court 
sitting jury, and judgment was rendered favor the plaintiff, 
Hopper. From the judgment rendered, Gibbs has duly prosecuted appeal 
this court. 

discussing precisely similar question the case Sullivan, Adm’r, 
Deadman, Ark. 14, the court said: “It was shown evidence that the 
drawee had funds the drawer his hands. This was prima facie 
excuse for want notice; and any special circumstances existed, which 
entitled the drawer notice without funds, that had right draw 
consequence engagements between himself and the drawee, that 
taking the bill had right sue the acceptor any other party, and 
the like, the onus was the defendant show those circumstances; and, 
not having done so, the prima facie excuse made out not rebutted and must 
prevail. See Story Bills, 312, See also McRae Rhodes, 
Ark. 315; Story Bills Exchange (4th Ed.) 311; Cye. 1114. 

the present case was shown evidence that the drawee bank had 
funds the drawer its hands, and, under the principles Jaw above 
circumstances were shown exist which entitled the drawer notice. 

The case Minehart Handlin, Ark. 276, relied upon appellant, 
has application the facts the present case. that case the drawee 
was indebted the drawer, and the court held, therefore, that had effects 
the drawer his hands the time the bill was drawn, and that the drawer 
had the right give it, and upon its nonpayment was entitled notice. 

follows that the judgment must affirmed. 


THE LAW BANKING. 


COURSE STUDY THE LAW PERTAINING BANKS 
AND BANKING TRANSACTIONS. 


JOHN EDSON BRADY, THE NEW YORK BAR. 


IV. PAYMENT CHECKS (Continued.) 


90. Right Drawer Stop Payment Check. 

check mere order bank for the payment money, and subject 
revocation the drawer any time before its certification payment. 
bank pays check after the drawer has stopped payment cannot charge 
the amount against the drawer’s account. effective notice stop 
payment must received the bank before the check has been paid. 
The notice may writing verbal. England has been held that, 
where bank receives telegraphic order stop payment, may postpone 
payment for the purpose making inquiry, but not bound accept 
unauthenticated telegram authority for refusing payment check. 

Strictly speaking, the drawer the only person authorized stop payment 
the check. 


Liability Bank Where Fails Execute Order Stop Payment. 
Where bank pays check after payment has been stopped, not only 
precluded from charging the amount against the depositor’s account, but 

not permitted recover the money from the party whom was paid, 
such party was holder due course. 


Effect Rule Pass Book Stopping Payment. 
bank will held liable its depositor where pays check after the 
depositor has directed that payment stopped, rule 
printed the pass book the effect that, while the bank will endeavor 
carry out stop-payment orders, will not responsible for its failure 
this regard. 


Right Stop Payment Against Holder Due Course. 
Generally distinction made the cases between the right the drawer 

stop payment against the payee check and his right 

‘ment against bona fide holder. Tennessee, however, has been 
held that the indorsee has right stop payment against bona fide 
holder, and that the drawee bank not liable for the failure carry out 
his order such case. 


90. Drawer Stop Payment Check.—When de- 
positor opens account bank contractual relation arises between the 
bank and the depositor which embraces number implied promises 
each side. The bank, among other things, impliedly promises that will 
pay out the money accordance with the depositor’s instructions. check 
drawn the depositor merely order upon the bank pay money from 
the depositor’s account accordance with the instructions contained there- 
in. And remains order until has been certified paid the bank. 
Until such time the drawer may revoke the order and direct the bank not 
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pay it. course, some person may the meantime have gained rights 
the check against the drawer, but that matter between the drawer and 
the holder the check. The bank’s duty entirely the drawer, and 
instructed its depositor not pay particular check, must faithfully 
carry out such instructions. Unless there are circumstances present ex- 
cusing the bank will held liable the depositor where pays check 
after has been notified stop payment. That is, paying such check 
pays its own money and not its depositor’s. Albers Commercial Bank, 
Mo. 173; German Nat. Bank Farmers’ Deposit Nat. Bank, 118 Pa. 


294, Atl. Rep. 303; First Nat. Bank School District, Okla., 120 Pac. 
Rep. 614. 


German Nat. Bank Farmers’ Dep. Nat. Bank, supra, bank, upon 
receiving through the clearing house check drawn for the sum 
$20,000, placed file and entered the journal. The clearing house 
had rule that all banks had until one o’clock each day rectify mistakes 
and return checks. Before that time the drawee was notified the drawer 
stop payment the check. accordingly returned the holder who 
brought suit the theory that the filing and entry the journal amounted 
such action acceptance. was held accordingly that there had 
been acceptance, that the drawer had not lost the right stop payment 
and that the drawee bank was not liable. the opinion was said: 
presume one this day questions the right the drawer check 
stop the payment thereof. This usually done notice the bank upon 
which the check drawn. the bank pays after such notice, does 
its peril. The holder check has remedy against bank upon which 
check drawn for its refusal pay it. must look the drawer. The 
right stop payment ceases, course, with actual payment. The case 
then narrows itself down the single point, was the check paid when notice 
was given the German National Bank (drawee) not pay it? 
cannot seriously questioned that, had the defendant bank pigeon-holed 
the check, instead placing file, would have had the right return 
before one o’clock. And can make any difference that, for its own con- 
venience, and expedite business, entered the check from the clearing 
house soon received?” 


effective notice directing bank not pay check must, 
course, received the’ bank before the check has been paid. Brandt 
Public Bank, 139 App. Div. 173, 123 Supp. 807. The notice 
stop payment this case was dated November 1909, which was the 
date the check, although was claimed that the check and 
delivered October the stop-payment notice there was mem- 
orandum, evidently written officer the bank, “Received Nov. 
and further memorandum, “Pd. Report Bank mth 4.” 
The indorsement the check showed that had been paid the 4th the 
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month. “It thus appears,” said the court, “from the plaintiff’s own evi- 
dence that, while the stop-payment order dated November first, was not 
received the Public Bank (drawee) until the fifth that month, while the 
payment was made way the Metropolitan Bank the 


notice may given verbally writing. People’s Savings Bank 
Trust Co. Lacey, 146 Ala. 688, So. Rep. 346. This was action 
brought against bank its depositor for the amount check paid 
the bank after the depositor had notified stop-payment. was held 
that was proper permit the plaintiff prove that verbally notified 
the receiving teller stop payment, although subsequently, the request 
the teller, reduced the notice writing. 


England the question has arisen what course bank should 
pursue where receives telegram directing stop payment check 
drawn one its depositors. ignores such telegraphic instruction 
may cause considerable loss and follows the direction contained 
the telegram may find out later that the telegram was not authentic and 
that the depositor had nothing with the sending it. was held 
the English court which this question was presented that, while such 
telegram might acted upon the bank, least the extent post- 
poning payment for sufficient time give opportunity make in- 
quiry, the bank not bound matter law accept unauthenticated 
telegram sufficient authority for the serious step refusing payment. 
Curtice London City and Midland Bank, (Eng.) 190. 


Strictly speaking the only party who has the right order that pay- 
ment check stopped the drawer the check. the only 
person with whom the bank has any contract whom the bank owes 
any duty. some other party the check wants payment stopped 
should through the drawer. But, even though notice not 
binding because not given proper party, will held sufficient put 
the bank upon inquiry the equities the check the hands the 
holder, and such case the bank should not pay the check without making 
such investigation ordinary prudence would dictate. Public Grain 
Stock Exchange Kune, App. 137. 


91. Liability Bank Where Fails Execute Order Stop 
bank which pays check after the drawer has directed that 
payment stopped not only precluded from charging the amount 
the check against the account the depositor, but not permitted 
recover the amount from the party whom was paid, where such party 
was bona fide holder the instrument. National Bank New Jersey 
Berrall, 757, Atl. Rep. holding placed upon the 
ground that, between the holder the check and the drawee bank, the 
latter bound know the state the depositor’s account. the duty 
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the bank know whether not payment has been stopped. When 
pays the check bona fide holder, who has notice any infirmity 
the check, makes final exercise its option pay not pay and the 
transaction closed between the parties the payment. 


92. Effect Rule Pass Book Stopping Payment.— 
customary for banks place the pass books which they issue state- 
ment the effect that, while the bank will endeavor carry out orders 
stop payment checks, not liable its depositor for neglect 
execute such order. However, has been held that bank renders 
itself liable where pays check contrary the depositor’s order notwith- 
standing such provision the pass book. one case the pass book issued 
the bank contained printed stipulation “that the bank shall not 
responsible for the execution order stop payment check previous- 
drawn; that the bank will endeavor execute such order, but that 
liability shall created failure do, and that rule, usage 
custom shall construed create such was held that this 
clause did not absolve the bank from the duty exercising ordinary care and 
that was liable customer who had ordered payment stopped, which 
order had been entered the books the bank, where the bank paid the 
check through oversight when came through the clearing house. 
Elder Franklin Nat. Bank, Misc. Rep. (N. Y.) 716, Supp. 576. 
fair construction the provision would that the bank should not 
liable paid check good faith, after payment had been stopped, un- 
less failed properly fulfill its agreement endeavor comply with the 
depositor’s direction. And this the construction which the court adopted. 
thus construed the provision necessarily imported the exercise least 
reasonable care the bank. 


the opinion this case was said: “Undoubtedly the absence 
any agreement, the bank was bound respect the notice which had 
received, and for failure observe the directions its depositor that 
regard, would have been clearly liable. The check was mere order upon 
the bank pay from the depositor’s account according the instructions 
that respect contained therein, and was subject revocation the drawer 
any time before was paid; and the bank should pay after notice 
such revocation, would held have paid out its own funds, and could 
not, therefore, charge its depositor with the amount, but must bear the loss 
itself. agreement question is, therefore, one which derogation 
the common law such cases, and being framed the defendant itself for 
its own benefit, must strictly construed. 


“Tt will observed that such agreement does not declare uncondi- 
tionally that for the failure observe stop order, the bank shall not 
liable, but invites the assent its depositors the engagement 
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agreeing that will endeavor execute such orders. This most im- 
portant qualification, and was doubtless inserted assurance them 
that the bank would still exercise some care the matter. Indeed, can 
credited that any bank could obtain depositors any account 
under agreement that under circumstances should responsible 
for failure observe their directions with respect the stoppage 
checks. The defendant, will observed, did not refuse receive any 
such notices; indeed, the evidence the case shows that not only recog- 
nized the right its depositors that regard, but also provided method 
registering such notices orders, assure the proper observance 
them its clerks, thus acknowledging the obligation which had assumed 
‘endeavor execute such Upon proper the 
language used the agreement, are the opinion that its fair import was 
that the defendant should not liable good faith paid the check that 
had been stopped, unless failed properly fulfill its agreement endeavor 
comply with the depositor’s direction. other words, the promise 
make such endeavor necessarily imported the exercise the bank 
least ordinary care doing. Any other construction than this would not 
only render the engagement meaningless, but also most injuriously mislead- 
ing 
93. Right Stop Payment Against Holder Due Course. 
many the cases distinction seems made between stopping 
payment against holder due course and against the payee 
holder having notice infirmity the check. But, one state has 
been held expressly that bank not liable the indorsee check for 
ignoring the drawer’s order stop payment, where appeared that the 
payment was made holder due course. this case check indorsed 
blank, which had been lost, was accepted bya merchant payment for 
goods, and afterwards paid the drawee was held that, inasmuch 
the merchant was holder due course, the bank was not liable the 
true owner the check even though the drawer had directed that payment 
stopped. Unaka Nat. Bank Butler, 113 Tenn. 574, Rep. 655. 
This case might deemed authority for holding that bank not liable 
its depositor for paying stopped check, where payment 
holder due Although such rule would probably not applied 
most jurisdictions, works out with justice all parties. the bank 
were carry out the order the depositor and refuse honor the chéck 
the hands holder due course, the drawer would liable the check 
the holder. And since the drawer really loses nothing the payment 
under such circumstances, ought not held liable the depositor for 
the amount the payment. the other hand may said that the 
depositor and not the bank has the right determine which his checks 
shall paid and which shall not. 
The check involved the above decision was drawn the defendant 
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bank one Harris, indorsed the payee and lost the indorsee, pre- 
sumably the public highway. Both the drawer and indorsee notified the 
bank the loss the check and directed not make payment. The 
bank, however, paid Ward Fryberg, firm merchants, whom 
had been received for value. The action was brought the payee for the 
use the indorsee. “The theory upon which this suit brought,” said the 
court, “is that the bank having been notified the loss the check the 
former rightful owner and the drawer, and directed not honor it, the sub- 
sequent payment was unauthorized, and wrongful interference with the 
property the defendant error.” 

After referring the authorities, the court said: “The law undoubt- 
edly is, held these cases, that check payable particular payee 
order cannot lawfully paid any other than the payee upon his gen- 
uine indorsement, and the bank must judge the identity the payee 
and the genuineness his indorsement its peril. But these principles 
have application the case presented this record. There was mis- 
take made the identity the payee, and the indorsement genuine. The 
check, while payable the payee order, was the payee 
blank before was lost, and was purchased Ward and Fryberg due 
course business, for value, and without notice any defect the title 
the holder from whom they received it. They acquired perfect title, and 
payment them the bank was The court does not seem 
touch the question the effect the notice stop payment. How- 
ever, noticed that, while the drawer gave notice stop payment, 
the action was brought indorsee the check and not the drawer. 


THE HANNAY CASE APPEALED. 


reported that the cotton bill-of-lading suit Hannay Co. 
The Guaranty Trust Company, appealed the Supreme Court. 
December last, the Circuit Court Appeals opinion written 
Judge Rogers, reversed the judgment obtained Hannay the District 
Court and ordered new trial. 

the event that the application for reargument denied efforts will 
made obtain writ certiorari from the Supreme Court the United 
States. felt that the case being great importance the commercial 
and banking interests the country the Supreme Court may consent re- 
view the findings the lower court. 

said that reversal Judge Rogers’ decision would require the 
banks pay out about $4,000,000 claims made various foreign cotton 
merchants who traded with Knight, Yancey Co. and Steele, Miller Co. 
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WILLIAM McCHESNEY MARTIN, A.B., LL. B., 
the Mississippi Valley Trust Company, St. Louis. 
CHAPTER XII. 
The Paying Tellers Department (Continued.) 


WINDOW WORK. 


The teller’s cash the foundation the bank’s credit. with 
this cash that checks the bank are paid, and whether not check 
good, depends whether not the cash can paid for demand. 
And that not until the teller has arranged his cash, prepared 
attend what will call his window work. 


CHECKS. 


This consists chiefly paying checks, and check defined the 
uniform negotiable instruments act check bill ex- 
change drawn bank payable demand.” This means that the pay- 
ing teller should familiar with the negotiable instruments law his state. 

The era economic history which now live, era credit. 
has been estimated that about ninety-five per cent. city’s business 
conducted the means checks, e., orders pay money instead the 
money itself. the country where such easy access cannot had banks 
less checks and more cash are used, but doubtless safe say that, tak- 
ing the United States whole, nearly ninety-five percentum its business 
transacted with checks. The average number checks passing through 
the New York Clearing House each day, given two hundred and fifty 
thousand. 

All checks drawn any bank ultimately reach the paying teller’s 
department that bank, either through the clearing house, being pre- 
sented the holders direct its windows. 

Those coming through the clearing house pass through several trust- 
worthy scrutinies and bear the indorsement some responsible bank, 
that the chief responsibility these checks regard their signatures. 
the paying teller allows check through with forged signature, 
means general rule loss the bank, since indorsement does not 
relieve the bank the necessity knowing the signatures its own de- 
positors. 

When check presented the window the actual responsibility the 
paying teller much greater. has not passed the scrutiny any other 
bank that has cashed it. The teller must examine the entire instrument, 
and this means careful examination. 
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EXAMINING THE CHECK. 


The holder presents the check the window. The paying teller takes 
and casual observer the majority instances pays without 
pause. However, the very act taking the check has examined 
detail. are doubtless many systems doing this there are 
tellers, but whichever portion the check whether date, signature some- 
thing else, the habit seeing first, before pays, must certain 
about (1) the date; (2) the amount; (3) the signature; (4) the payee. 


THE DATE. 


the check not dated all the teller can satisfied that 
detail, for the negotiable instruments law provides that “where the in- 
strument not dated, will considered dated the time was 
issued.” The teller can fill the date the day presented, without in- 
curring responsibility, though would seem better practice have the 
person presenting the check attend this. 

the check post-dated the teller should refuse pay until the date 
borne the check arrives. should pay before the date and the 
maker the check suffers any damage reason it, the bank liable. 

Should the check bear date considerably previous the time pre- 
sentation, what known stale check and puts the teller in- 
quiry. how old check must considered stale, has not been 
decided the law. check month old has been decided not stale, 
but one five months old has been considered. The teller must decide this 
question after consideration all the facts. knows the maker and 
the person presenting and indorsing it; feels certain all right and 
the maker has funds pay it, can take the chance. He, however, should 
come this conclusion bearing clearly mind that assuming some risk. 


THE AMOUNT. 


The paying teller scrutinizes the check for the amount two places. 
usually expressed figures the right edge the check and written 
words line below the name the payee. these two amounts 
agree, the question amount decided. there difference between 
the figures and the words, the negotiable instruments law gives the follow- 
ing instructions: “Where the sum payable expressed words and also 
figures, and there between the two, the sum denoted the 
words the sum payable; but the words are ambiguous uncertain, 
reference may had the figures fix the amount.” 

The paying teller protected pays the amount expressed 
writing. However, one teller considerable experience has told the writer 
that his rule always pay the smaller amount, whether ex- 
pressed writing numerals. said that had always found that this 
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was the safest way protect the depositor who had drawn the check 
that customer was just liable make mistake his writing 
owes his first duty the bank, should also, where possible, safe- 
guard the customer, and such attitude always appreciated the 
depositor. When the teller knows what the law says, then 
position exercise his judgment. There may times when, because 
knows all the parties the check, that can pay the larger amount 
expressed writing, feeling sure that his institution protected and 
that carrying out the wishes the customer. 
Any erasure change that affects the amount payable, should 
examined with the greatest suspicion, for this material alteration 
under the law. Because harder alter writing than figures, 
doubtless the reason the law makes the writing decide the amount. 
order protect against alteration custom has decided that the amount 
should written intwo ways. Mistakes are made depositors fill- 
ing out checks, and not infrequent that they try make correc- 
tions instead making out new checks. The teller always justified 
refusing payment such check. assuming risk that 
should not take pays it, and the same time encouraging 
slovenly practice the part the depositor, which liable get him 
trouble. Even where the teller knows that such changes are author- 


ized and there responsible endorser, the judgment the 
teller justified insisting new check unquestionable its face. 
There are depositors, who, when they find such check among the 
cancelled ones returned them with their balanced pass books, ac- 
count abnormal forgetfulness might insist that the bank was careless 
paying check showing change its face. Discussion might 
arise, not actual unpleasantness. 


THE SIGNATURE. 


the signature check forged and the teller pays it, the bank 
rule has stand the loss. The law takes the position that finan- 
cial institution must know the signatures its depositors, makes 
difference whether they ten number fifty thousand. also 
does not excuse the bank from loss even the forged signature 
genuine that almost impossible distinguish the differ- 
ence. This places great responsibility the paying teller. There 
have been payments forged checks which banks have recovered, but 
such instances are the exceptions. The only safe assumption for the 
teller that makes mistake about the signature, means loss, 
and must bear mind that even endorsement does not protect 
him. would, any one but his bank which drawn. 

paying teller becomes handwriting expert. must train his 
memory that will recognize signatures. has signature re- 
cord help him. 
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one time the depositor placed his name and address book, 
which the teller kept his cage. some the smaller institutions this 
method still use, but the more satisfactory way have the new 
depositor place his name and address small card. These cards 
are kept alphabetically arranged file either teller’s cage 
close that they are easily accessible. When doubt the teller 
compares the signature the check withthe one the card. These 
cards also show whom the depositor was identified, and should con- 
tain any other information that might guide the teller conclusions. 

needless say that signatures checks are often genuine and 
still are not like the signatures the cards except general charac- 
teristics. Some people not seem able sign their names 
twice the same way. contractor may pay off one his men with 
check signed while held against the wall building; such signature 
rule poor rendition the usual one. woman may sign 
check with her glove on, and then wonder why the teller long 
giving money. The writer once woman sign her name 
for the purpose identification. signature was sounlike the sig- 
nature file that the identification failed. She insisted that she had 
written her name both times, and the situation was growing em- 
barrassing, gentleman came who stopped and spoke. was 
the highest responsibility, and without hesitation identified the lady. 
explanations were order she and the gentleman were shown both 
signatures. Each said that one could blamed for doubting that 
they were written the same person. were confronted with 
mystery until some one asked that she sign without her glove. The 
result was signature like the one record. This was unusual 
removed, sometimes embarrassment and time can saved. 

The teller has little trouble remembering the signatures active 
accounts where the checks are being presented everyday. There are, 
however, some depositors whose checks are seen only when they pay 
taxes, buy real estate, have some occasional transaction. Such in- 
active accounts are profitable the bank, but troublesome the 
teller. must compare the signature. has been 
customer the bank for several years and comes some day draw 
money personally, any delay may irritate, whether arise out com- 
parison signatures from examination see there sufficient 
balance paythe check. human nature foreach person who 
owns bank account think himself such importance that there can 
excuse for the bank not knowing him, even comes but 
tarely. The between two horns does 
not care offend the customer and lose him, and also does not care 


chances. The good paying teller meets such situation dip- 


lomatically that does neither, but cannot escape the strain. 


(To Continued.) 


Savings and Investment Department. 


BONDS CREDIT INSTRUMENTS. 
The Burden. 
FOURTH PAPER. 

The purpose the statement, which fast coming such 
important factor the granting credit, disclose the banker 
two features the business under first, the solvency the 
concern; second, the burden debt—the engineer 
would say. 

Few business enterprises are conducted cash basis. Borrow- 
ing not only necessary but profitable. And apparent that the 
heavier the load, the greater the risk the part the lender, and 
the other hand, the greater the strain the part the borrower. 
The individual whose resources amount $20,000, and whose debts 
total $15,000 has heavier burden carry both interest charges 
and the debt itself than one whose debt five totwenty. the 
case the former, the margin for future borrowing small, and any 
sudden call for payment would uncomfortable not disastrous 
while the latter has not only lighter burden, but wide margin for 
future credit. 

DEBT BURDEN. 

Debt nerve-racking thing, and man can his best under 
the strain worry. The business that must give its best thought 
the load carries cannot give its best attention its natural func- 
tions. Therefore test the borrower the ratio his quick assets 
quick liabilities, not only for the purpose testing his solvency and 
ability pay, but also determine his margin safety and the rela- 
tive weight the debt carried. 

These principles are true the affairs municipal and corpor- 
ate enterprises the affairs men. The municipality whose debt 
eight per cent. against allowable ten per cent. must not only levy 
higher taxes, but has little margin for future improvements; while 
one with three per cent. debt will have low tax rate and wide 
margin for future uses, and, moreover, better aud cheaper credit. 
The railroad whose debt is, the case the Long Island Railroad, 
$151,006 per mile, has more difficult and burdensome scheme 
finance than the road whose debt is, the case the Louisville 
and Nashville, but $30,000 per mile. 

the man who the clutches the loan shark must devote his 
earnings largely satisfy the demands his creditor, the corpor- 
ation overburdened with funded debt must spend its energies satis- 
fying its creditors, rather than serving its legitimate functions. Wit- 
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ness the New Haven Railroad. Instead being able devote all the 
energies the organization the end running railroad, the 
directors and managing officials must give their thought the road 
vast complicated financial institution instead. fact, had the 
railroads the country been treated servants the public rather 
than playthings Wall street, the present deplorable state affairs 
might not have come pass. But condition and not theory con- 
fronts us, and the problem is, what with the debt find it, 
rather than attempt make ought be, thereby doing perhaps 
more harm than good—certainly bringing hardship those who 
good faith have invested their money such enterprises. 


DISREGARD DEBT LEADS REPUDIATION. 


The reckless extravagance the carpet bag the 
Southern States not only brought the downfall this regime law- 
lessness, but added burdens that the people could not carry. Taxation 
without representation leads oppressive taxation with with- 
out representation leads repudiation. wonder that Alabama 
repudiated, when her debt increased from $8,356,000 1868 $25,- 
000,000 1874, large part being for expenses the Legislature 
some help the railroads much enrich the legislators, and little 
returned the people Florida’s Legislature cost 
1869 against $17,000 nine years before. Four million her 
bonds subsidize railroads were marketed with difficulty, some 
fifty cents the dollar. less than four months North Carolina 
authorized more than $25,000,000 bonds, over half being sold for 
from nine forty-five cents the dollar. Counties began exploit 
their credit the same way, and some had their script hawked about 
ten cents the dollar. 

1871 Louisiana made overissue state warrants the ex- 
tent $200,000 some which were sold cents the dollar and 
funded par. 1873 the tax levy New Orleans was per cent. 
Clark County, Arkansas, had debt $300,000 and $500 worth im- 
provements. Chicot County spent $400,000 and had nothing return. 
Pulaski County, including Little Rock, nearly million. Town, 
county and school script was worth from ten thirty cents the 
state script about twenty-five cents. 

The state tax rate Mississippi rose from 1871 $14 
1874. the close four years’ administration 1872, the debt 
South Carolina amounted $18,515,000 against $5,407,000 the be- 
ginning, though public works appreciable importance had been 
begun completed.’’ The cost state printing and advertising for 
six years was over $1,104,000. Such regime reckless disregard 
the burden entailed these debts could not but end disaster, both 
for the administrators and the taxpayers. load became too great 
bear, and repudiation followed. 
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THE PANIC 1837. 


The seven years preceding the panic 1837 have been declared 
one the most extraordinary financial periods—perhaps the most 
extraordinary—which the world has ever seen.’’ Population increased 
manufacturing expanded; commerce and agriculture thrived; new 
territories were cities grew up; peace reigned, and be- 
came wonder the world and ourselves. The government debt 
was entirely paid 1835 and all the states 1836 received subsidies 
from this Treasury. Under this stimulus both states and individuals 
became intoxicated and contracted obligations the most reckless 
fashion. The former embarked gigantic enterprises the form 
public works, pay for which millions bonds were issued. The 
influx millions foreign capital from the proceeds these bonds 
added the stimulus produced inflated bank issues, the govern- 
ment subsidies, and the real industrial progress the nation, resulted 
epidemic reckless speculation. Men acted short and 
secure road wealth had been discovered which all might travel, 
and who went fastest would first reach the desired end. The 
result was such morbid tendency excess financial affairs had 
never before been witnessed. Those who had money were desirous 
lend it. much security was felt that little was asked and obtain 
money, nothing more was necessary than show the lender that was 
employed some magnificent scheme which stood well with the 
large expectations the time, and was season with the glorious 
summer men’s hopes.* The bubble burst, and men began realize 
that behind every debt there must property, well the willing- 
ness and the good intent pay. The general call for payment which 
could not met recognized and acceptable standards, resulted 
the general suspension business and the famous panic 1837. 

Many the states were better off than individuals. 
vania, Maryland, Michigan, Mississippi, Illinois and Indiana defaulted 
interest payments. Debt contracting came end. more 
money could borrowed for any purpose (as always obtains when 
credit abused), and the only resort was increased taxation, 
much diminished taxable basis. The feelings the taxpayers may 
imagined. The debts were supposed self-supporting like the 
New York subway dock improvement debts, and were never looked 
upon possible burdens, and when was discovered that the moneys 
borrowed must paid for out public revenue, the public was filled 
with consternation.’’ creditor public private, became synonymous 
with enemy. 

Only one result could follow such course, namely, oppressive taxa- 
tion, real estate stagnation, high rents, retrenchment public im- 
provements, political upheavals, and high interest rates. The day 


See Scott, Repudiation State Debts, 224. 
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reckoning must come, sometime, and the burden must fall somewhere. 
usually falls upon real estate. 
PRESENT DAY TENDENCIES. 

Observers present day affairs see tendency the same direction. 
seem going through period municipal improvement mad- 
ness, some necessary; others not. Modern life the cities rightly de- 
mands good pavements, sewers, parks, schools, creditable municipal 
buildings, and water, plenty and pure. these enterprises 
could honestly built and economically managed, waste avoided and 
graft eliminated, the cost would materially reduced and the earning 
power productive properties vastly increased; but here enters politics 
and history repeats itself. 

The automobile has brought the good road propaganda (and 
need good roads) and the good road, the bond issue and grosser evils. 
When the state road goes through village, the village demands 
better road and wider, and therefore another bond issue. The old 
school house looks shabby. Sell bonds and build one! The old 
wooden bridge which carried our fathers strong ever was 
but looks its age—therefore bond the town and build steel one. 
Water systems, sewers, town halls, parks, schools and what not, all 
represent bonded debt, that the units may small but aggregate 
millions. 

LET THE CHILDREN PAY. 

were not for constitutional and legal limitations, there 
telling where this process would end. And the law did not compel 
serial issues and sinking funds, the debt would perpetual. con- 
stitution New York prohibits cities and counties from becoming in- 
debted amount exceeding per cent. the assessed valuation 
the real estate appeared the last assessment roll. Water debt 
and sinking funds are allowed deducted calculating the debt 
ratio, the one being self-supporting, and the other offsetting factor. 
Massachusetts limits the net debt-making power cities per 
cent. the average assessment for three preceding years, and towns 
per cent. the last preceding assessment. Pennsylvania, 
counties, cities, towns, districts, etc., are limited per cent. 
the assessed valuation, and may not incur any new debt 
amount exceeding per cent. the assessed valuation without con- 
sent the electors, etc.* 

Notwithstanding these limitations, unusual thing find 
municipality close the danger line—so close make careful calcu- 
lation necessary. writer recently had occasion review the debt 
small city only find that its margin safety was less than $300— 
and this eliminating that portion certificate indebtedness that 

had not been drawn against (but issued) prior the date the bonds. 


For full details debt making powers states and municipalities therein, see 
State and City Section the ‘‘Financial Chronicle.” 
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New York City has been close its debt limit that future borrowing 
was possible only increasing the assessments and eliminating that 
portion the debt which was issued for revenue-producing property, 
namely, docks, water and subways. Cities frequently have raise 
assessments, often where advance value has occurred, order 
make further borrowing possible. The load therefore becomes heavy, 
taxes high, rents likewise, and future borrowing difficult and expensive. 
And the answer the politician is: ‘‘Let our children pay.’’ 
EXPANDING MUNICIPAL INDEBTEDNESS. 


The total state and municipal bonds sold during 1911 and 1912 was 
contrast with $429,386,534 for 1906-7, having nearly 
doubled five years. With exception 1904, total $200,000,000 
was never reached prior 1906. The average yearly issue prior 1904 
was about $150,000,000. The New England States, New York, New 
Jersey, Pennsylvania, Ohio, Indiana, Illinois, Michigan, Wisconsin, 
Minnesota, Iowa, Missouri, the two Dakotas, Nebraska and Kansas, 
contribute the largest share, issuing $257,179,892 out total 
551,828 for 1912. Andall this higher rate far than obtained 
few years back; thus not only adding heavy burden funded debt, 
but also heavy yearly charge ininterest. 1901, $116,240,933 out 
$140,185,499 (82.92%) New York City bonds were 3s, and 
4s, being nearly one-half the sales. 1912 nota single per cent. 
was sold and only $4,777,700 while formed trifle over one- 
quarter the whole and per cent. carried and per cent. 
interest. review the issues 1912 the Chronicle’’ 
shows that the great increase due, not the large city offerings, but 
those smaller civic divisions, for reasons suggested above and 
enumerated below. 

The largest single item 1912 bond issues for the whole country 
was $89,407,926 the total) for streets and bridges; 
laneous come next with $80,815,119 (20.91%); water 
$59,853,707 schools $45,588,244 (11.79%); general buildings 
$30,633,433 sewers and drainage $25,982,346 (6.72%); fund- 
ing and improvements $18,384,068 (4.76%); parks and museums 
280,021 (3.43%); electric light and gas $7,734,613 (2%) following 
the order named. 

the enthusiastic writers bond circulars some- 
times claim, that for the prompt payment this vast load debt 
the real and personal property the municipality held and firmly 
bound, and these bonds are prior lien other obligations, and 
must paid matter how hard times may the money was 
all spent for revenue-producing purposes like water systems,the burden 
would not fall heavily upon the taxpayer and there would sense 
security the pledged property. 

But rule the basis the credit good faith, the real estate 
embraced the issuing municipality, but fewinstances being 
pledgeable for such purposes. 

Floating debt and temporary loans anticipation taxes excluded. Permanent 
additions only considered. 

Taken literally from bond circular recent date. 
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This department places your service able legal talent 
and experts banking and financial matters. Inquiries 
from our subscribers are answered free. Name and aa- 
dress published unless otherwise requested. 


CONDUCTED JOHN EDSON BRADY THE NEW YORK BAR. 


CAUTION. 


In submitting a question it is essential that all of the facts involved be clearly set forth. If the 
question relates to a check, bill of exchange, note, or other negotiable instrument, or to any 
paper or document, a copy should be sent, also copies of letters having reference to the transac- 
tion out which the question arises. 


STOPPING PAYMENT CERTIFIED CHECK. 


Editor Banking Law Journal. December 17, 1913. 

DEAR seems more less diversity opinion regarding the 
stopping payment certified checks. you kindly give any information 
you can covering this point, including the respective status the party attempting 
stop payment, whether the maker the payee. Yours very truly, 


SECRETARY. 

Answer:—The question submitted general form and depends 
upon number contingencies. determining the status bank 
such matter sometimes important know whether the check was 
certified the instance the drawer, the holder’s request, whether 
the check the hands bona fide holder the time attempt- 
tostop payment, whether the signature the drawer forgery, 
whether the check was obtained fraud, whether was fraudulently 
raised before after certification, whether the certification was se- 
cured through fraud mistake, etc. 

Where check certified the instance the holder the effect 
the certification release the drawer from any further liability 
such case the holder the bank for payment. 
The bank’s position the same had paid the check the holder 
cash and then issued its certificate deposit the holder upon the 
repayment the money. The drawer not only released from liabil- 
ity upon the check, but loses all right the funds which the bank 
retains out his deposit meet the check when presented for pay- 
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ment. Consequently has been held that, such case, the drawer has 
has been held that the drawer cannot stop 


under such circumstances, even though the check was obtain- 


from him fraud. Times Square Automobile Co. Rutherford 
Nat. Bank, 649, Atl. Rep. 479. 

the check certified the instance the drawer, while would 
not have absolute right stop payment, the case uncer- 
tified check, would stand better position with regard stop- 
ping payment than where the check certified the holder’s request. 
such case the rights the parties would depend upon the circum- 
stances involved. The same would true case where the holder 
has the check certified and then asked that payment stopped. 

There one instance which bank justified executing stop- 
payment order and that the case which the order given the 
drawer uncertified check. such case the bank not only 
justified refusing payment, but becomes liable damages the 


drawer the event its failure carry out his instructions. 


because the fact that the delivery the check gives the payee 
other holder rights against the bank and because the contractual 
relation existing between the bank and its depositor, virtue which 
the bank impliedly agrees pay out the depositor’s fund only ac- 
cordance with his orders. 

all other cases order stop payment means that there are two 
claimants the fund, either which may entitled it. these 
cases the bank has this protection; cannot compelled determine 
its peril which two persons entitled the money represented 
the check, and may refuse pay either. When sued one 
the parties may pay the fund into court, interplead the other party 
and leave the two them litigate the question which has the 
better right the premises. 

the July, 1913,issue the BANKING LAw page 571, will 
found decision which was held that drawee bank was not 
liable certified check, where the certification was induced mis- 
take. This illustrates the statement made above that the right stop 
payment such cases depends largely upon the facts involved. 
this issue,under thetitle Law published exhaus- 
tive article dealing with the law stopping payment uncertified 
checks. 


ISSUANCE NONNEGOTIABLE CERTIFICATES 
DEPOSIT NEW YORK. 
Editor Banking Law Journal. New October 27, 1913. 
104 the New York Banking Law, the Banking Depart- 
ment interprets it, prohibits the issuance Certificates Deposit unless they are 
payable bearer order person named therein. Made that way they are 
negotiable and lost the money cannot paid for them, duplicate issued safe- 
without indemnity bond. the Certificates are frequently lost people 
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who find difficult secure the indemnity bond the law creates very awkward 
situation which could entirely avoided making the certificates payable the 
person named therein and not using the words ‘‘or ‘‘or 


THE BLANK BANK. 

This certifies that there has been deposited this bank 
per cent. per annum, 


demand and surrender this certificate. 

The right is reserved by this bank, upon giving thirty days notice, to change the rate or 
: discontinue the payment of interest on this certificate or to pay off the principal. Such notice 
served personally through the post office directed the address named the books 
* of this bank. 

Not good unless signed either the President, Vice-President Cashier this bank, 
and countersigned its Assistant Cashier Acting 


CERTIFICATE DEPOSIT. 


NEGOTIABLE NOR SUBJECT 


Assistant Cashier. 


you know any reason why those words should required the Cer- 
tificate 

ask these questions because there such reason want suggest 
the committee having the revision the New York State Banking Law charge 
that these requirements removed from the but there some 
good reason for not doing so, which ought know, not want make the 
suggestion. 

Trusting you will favor with reply, either mail through your 
JOURNAL. 


Answer:—Under the date January 16, 1908, the Attorney-Gen- 
eral held certificate deposit unlawful, because was not pay- 
able demand and for the further reason that was not payable 
bearer order. The following quoted from the opinion the At- 
torney General: seems have been the purpose, the prepara- 
tion this certificate, devise instrument which should nonne- 
gotiable, but the bank itself, both the body the certificate and 
the coupon and the indorsement, characterizes certificate 
been repeatedly held that certificates deposit are the nature 
promissory notes. (Bank Orleans Merrill, Hill 295; Leavitt 
Palmer, 19; New York Life Insurance and Trust Company 
Beebe, 364; Kurtz Smither, Dem. Sur. 399). 

Section 84, now section 104, the Banking Law, which prohibits 
the issuance any bank any bill note unless the same shall 
made payable demand and without interest, excepts from that pro- 
vision certificates deposit, but provides that such certificates de- 
posit permitted issued that section shall payable pre- 
sentation, with without interest, bearer, the order person 
named therein.’ seems plain that the foregoing certificate does not 
comply with this provision. While recites that payable upon 


Countersigned 


ix 


INQUIRIES AND CORRESPONDENCE 


presentation yet effect provides that such presentation shall not 
made until future date, and the bank reserves the right pay off the 
certificate prior such date. The intent the statute make cer- 
tificates deposit payable demand and this certificate violates the 
statute that respect. 

transfer thereof except the consent the bank and registration 
such transfer, and the execution assignment upon the back 
the certificate, violate the provisions Section providing that such 
certificate shall payable the bearer the order person 
named 

The statute question was amended 1910, but still requires cer- 
tificates deposit payable bearer order. now known 
section 104 the Banking Law and reads follows: 

bank individual banker shall issue put circulation any bill 
note such bank banker unless the same shall made payable 
demand and without interest, except bills exchange foreign 
countries places beyond the limits the jurisdiction the United 
States, which bills may made payable within the customary 
usance, within ninety days’ sight, and, except certificates 
deposit payable presentation, with without interest,to dearer 
the order person named therein, certificates deposit payable 
with without interest the order person named therein, showing 
the amount deposit, the date issue and the date when due, but 
such certificate deposit shall issued except representing money. 
actually 

know reason why the statute should not amended 
permit the issuance certificates, payable person, but not his 
order, for the purpose rendering then nonnegotiable. Certificates 
deposit are not intended circulate negotiable paper,but are in- 
tended be, and believe generally are, held the persons whom 
they are issued. 

may mentioned thatthe certificate submitted, and which prin- 
ted above, lacking negotiability, not alone because the fact that 
not payable bearer order, but for the further reason that 
allows the bank change the rate discontinue interest and pay 
off the principal upon thirty days’ notice. The effect this provision 
render the amount the certificate uncertain and, negotiable, 
instrument must call for the payment asum certain. There 
certainly nothing section 104, now stands, against provision 
allowing the bank change the rate interest discontinue the pay- 
ment interest. And such provision destroys the 
the certificate sothat its incorporation the certificate does not violate 
section 104 and makes possible issue duplicate, when the original 
lost, without requiring bond indemnity. 
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ISSUING DUPLICATE LOST CERTIFICATE DEPOSIT 
Editor Banking Law Journal. December 24, 1913. 


customary with us, when one these certificates lost depositor, for the de- 
positor advertise same for thirty days, and then give bond indemnity, 
with satisfactory security, after which issue him duplicate certificate. the 
12th this month issued two these certificates, one for $3,000 and the other 
for little over $500, and mailed both one address. claimed that our letter 
containing them was not received the party whom addressed, and now 
urges issue him duplicates. has never received the certificates, can 
hardly see how could reasonably ask him the trouble and expense 
advertising and giving bond indemnity. would like ask what course 
could take satisfy the depositor, and the same time safe The 
certificates seem negotiable. they should stolen, and the thief 
forges the name the payee, and sells them innocent person, would not 
compelled pay them PRESIDENT. 

[Copy] THE FIRST NATIONAL BANK. 
Va., 

John Doe has deposited this bank one thousand 100 dollars, payable 
after thirty days’ notice the order himself, with four per cent. interest per 
annum allowed remain four months longer, return this certificate 

Audited CASHIER. 


Answer.—Under the circumstances set forth the above inquiry 
the bank can issue duplicates the lost certificates safely only upon 
satisfactory indemnity. true that these certificates 
were lost before they ever came the hands the person for whom 
‘they were intended. But this does not make the case any different, 
far the legal liability the bank concerned, from the case 
wherein certificate lost the payee after has been delivered 
him. 

The Negotiable Instruments Law, section the Virginia statute, 
contains the following provision: Every contract negotiable 
instrument incomplete and revocable until delivery the instrument 
for the purpose giving effect thereto. between the immediate 
parties, and regards remote party other than holder due 
course, the delivery, order effectual, made either 
under the authority the party making, drawing, accepting in- 
dorsing, the case may be; and such case the delivery may 
shown have been conditional, for special purpose only, and not 
for the purpose transferring the property the instrument. 
where the instrument the hands holder due valid deliv- 
ery thereof all parties prior him make them liable him 
conclusively 

This provision was applied the case Greeser Sugarman, 
Misc. Rep. (N. Y.) 799, where the action was brought upon promis- 
sory note made the defendant, payable his order and indorsed 
him. The defendant admitted the making the note and its indorse- 
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ment him, but claimed that was lost stolen from his desk before 
delivery. The plaintiff showed that received the note before ma- 
turity payment for merchandise sold and delivered. Being holder 
due course, was held that valid delivery all parties prior 
him was conclusively presumed, and that could recover. 

This provision changed the law some the states. certain 
instances has been held that negotiable instrument, which has 
never been delivered the maker, has legal existence negoti- 
able paper, and that the party sought charged may always, un- 
less estopped his own negligence, defend successfully against it, 
without regard the time circumstances under which was ac- 
the holder. Decisions such these, stated, have been 
overruled the Negotiable Instruments Law. 


JOINT ACCOUNT AGREEMENT. 


Editor Banking Law Journal. FREEPORT, Pa., November 13, 1913. 

Dear :—The enclosed printed slip agreement for use with accounts 
was submitted your department several years ago, and approved, and has been use 
this bank since that time; but you will notice only new accounts 
opened the time the signing said agreement. 

find that great many our customers, who already have accounts our 
books, desire change same that will payable themselves another, the 
survivor, desire agreement which will obviate the opening new account 
well save the issuance new book, and with this end view have prepared the 
enclosed typewritten something after the same form the one 
mentioned above, but covering account already existence. 

would like have your opinion whether you consider this typewritten 
agreement binding, and safe for the bank use. Yours very 


PROPOSED AGREEMENT. 


We, the undersigned, hereby agree with the Freeport Bank, Freeport, Pa.,, 
and understood and agreed, that certain account opened with standing 
the books said bank name 


be, ‘and hereby made payable either the survivor us, the undersigned, and 
agree with said bank and with each other that have been, are, and will 
co- partners and joint-tenants the ownership all monies already deposited said 
account, hereafter deposited said account, together with accrued accruing 
interest thereon; and further agreed that any, either said parties hereto the 
survivor them, may any and all times draw and receive from the said bank, the 
any part said monies, and that each, any all said parties, the sur- 
vivor them hereby authorized and empowered sign either, both, all said 
names, required said bank, any receipt, check other voucher for the monies 
drawn. Witness our hands and seals this the........ 


Answer :—The above proposed agreement appears sufficient 
for the purposes for which intended. The word 
however, should omitted. Two depositors cannot co-partners 
and joint tenants the same time. The usual object joint ac- 
count enable the survivor the two parties collect the fund 
deposit. And this accomplished creating joint tenancy, for 
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where property owned joint tenants, upon the death one 
them the title passes the survivor. But, the death co-part- 
ner the title his interest passes his personal representatives. 

The form might considerably shortened and less effective. 
The following suggested: 


John Doe, one the undersigned, hereby instruct the Freeport 
Bank, Freeport, Pa., toadd the name Richard Roe account No. 
Standing name, and we, the undersigned, agree with 
the said bank and with each other that the monies now standing the 
credit said account, and any additions thereto, shall belong 
joint tenants, and that either us, the survivor us, may any 
time draw the whole any part said monies. 


RIGHT COLLECT PROTEST FEES. 


Editor Banking Law Journal. Omana, Neb., November 28, 

Dear should appreciate very much your relative the recovery 
from the maker, the protest fees inland bill the state Nebraska, which 
state has adopted the Negotiable Instruments Law. 

have before case where check was protested for nonpayment and after- 
wards the maker paid the face the check, but declined pay the protest fees, basing 
his refusal the fact that the check shows indorsement outside the state 
not bound pay the protest fees. 

The check question was handled and when returned protested, face the 
check including fee was charged our depositor who, according customer, endeav 
ored collect from maker with the foregoing result. 

understand from the Negotiable Instruments Law that other than foreign bills 
may be, but need not protested for nonpayment; but the notarial certificate 
protest generally made prima facie evidence the facts dishonor and notice which 
recites, often convenient protest instruments which are not foreign bills. 
Your opinion this matter will very much appreciated. 

Yours truly, CASHIER. 


Answer:—In the case the German Nat. Bank Beatrice Nat. 
Bank, Neb., 246, Rep., 480, J., 210, was held 
that bank, which had protested local bank check could recover the 
amount the protest fees action brought against the drawer 
the check’and the drawee bank. This case was decided before the 
adoption the Negotiable Instruments Law, but was then provided 
statute, now the Negotiable Instruments Law, that 
inland bill exchange might protested. Referring the local 
check the court said: checks not require formal protest. 
formal protest is, however, proper.’’ And the decision seems 
based this ground. the time this decision section chap- 
ter the Nebraska statute, which was repealed the time the 
adoption the Negotiable Instruments Law, provided that any per- 
son entitled demand sum money upon aprotested bill note 
might commence action principal, damages, interest and 
charges protest,’’ against any the parties the instrument, 
jointly severally. not believe, however, that the repeal 
this statute affects the right protest fees. 
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HISTORY FIRST NATIONAL BANK 


FIRST NATIONAL BANK, MINNEAPOLIS. 


The First National Bank Minneapolis, Minn., will soon celebrate its fiftieth 
anniversary. view that, brief review its origin and rise its present 
high standing the banking world not only appropriate but timely. 

far back 1857 young man from York, Pa., bringing with him $10,000, 
arrived what was then the little village Minneapolis. was his intention 
organize bank and soon engaged the business with partner, under the firm 
name Sidle Wolford. Shortly after, they incorporated, under the state law, 
the Bank. 1864 the bank reorganized and entered the national 
system, the First National Bank which title has ever since been known. 
The First National began business with capital $50,000, which was increased 
1872, $100,000, 1874 $200,000, 1878 $300,000, 1886 $1,000,000 and 
1903 $2,000,000. Its capital now $2,500,000, and October 21,last,the publish- 
statement the Comptroller the Currency shows: Capital and surplus 
deposits $26,407,830.31, and total resources $32,731,627.73. 

The First National has always made feature caring for the accounts 
banks and bankers, and the same time doing business, 
every sense conservative institution, paying equal attention toall accounts whether 
large small. 

For many years the First National was located the corner Nicollet and 
Washington Avenues. bank erected the building now occupies, corner 
Fifth street and First avenue. The business the bank has outgrown the build- 
ing and now contemplated that the bank will erect within the next year twenty- 
story office building, which will occupy the ground now covered its present 
building, and will cost the neighborhood $1,500,000. The new buiding 
the latest modern type office buildings and the Railroad Company 
will occupy six ten floors. The bank will occupy the main floor and its office will 
fitted the finest possible fashion. expected will the most ela- 
borate and attractive banking office the Northwest. 

The Minneapolis Trust Company which affiliated with the First National, has 
capital $1,000,000, and when the building plans now progress are completed, 
will occupy building its own between the New York Life Building and the 
new First National Bank-Soo Building. 

The official staff the First National follows: Prince, president 
Willoughby, cashier; Lyon, Leeman and Byam, assistant 
cashiers. 

The story the First National Bank, from its origin the present time, not 
only suggestive, but shows what can done when men have courage and confi- 
dence. 


BANKERS TRUST COMPANY. 


The Bankers Trust Company, New York City, reports condition December 1913, 
follows: Deposits $129,849,000; capital $10,000.000; surplus and profits 
other liabilities $2,635,000. Loans and bills purchased $78,598,000; bonds, mortgages 
and securities $35,901,000; real estate owned $4,369,000; cash hand and due from 
banks and trust companies $37,312,000; other assets $765,000; total resources $156, 
946,000. 

Edmund Converse, who has been president the Bankers Trust Company since 
its organization 1903, resigned January meeting the directors, Benja- 
min Strong, Jr., senior vice-president, was elected president. Mr. Strong was elected 
secretary the company 1904 and became vice-president 1908. Mr. Converse was 
formerly president the Liberty National Bank and still president the Astor 
Trust Company. 
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CHANGING NEW YORK STATE BANKING LAW. 


will remembered readers the that commission was appointed, 
few months ago, the New York State Superintendent Banks for the purpose 
revising and codifying the state understood that some the changes 
agreed upon and suggested the commission are follows: 

While the question has not yet been finally settled, the sub- 
committee that the commission should change the present law require that banks 
should maintain reserves follows: Banks Manhattan borough, which 
deposit and 12¢ cash. the latter per cent shall gold, its equiv- 
alent; Brooklyn institutions, with deposit and cash, with ofthe latter 
gold its equivalent; banks elsewhere the state, 12¢ with deposit and 
cash, with the latter gold its equivalent. The present law requires Man- 

hattan banks keep 25¢ reserve; Brooklyn banks and up-state institutions 
per cent. 
Another important change recommended the minimum capital and surplus 
for reserve depositaries shall fixed $1,000,000 for banking Manhattan 
borough; $750,000 Brooklyn and $500,000 elsewhere the state. 
The work the sub-committee banks discount and savings banks has pro- 
gressed such extent that these committees will shortly make recommendations 
the entire commission for the revision the sections the law regulating banks this 
character. 

The committee savings banks sending list thirteen questions which wishes 
answered, the two thousand trustees savings banks. 

While does not appear the desire the committee private bankers 
place all persons advertising themselves bankers under state supervision, will un- 
animously recommend the placing such private bankers are required submit 
supervision under the supervision Superintendent Banks. Certain private bankers 
cities the first-class are now required Chapter 348 the laws 1910 obtain 
license from the State Controller. 

Under the provisions the statute, private bankers are divided into classes, based 
upon the amount received deposit for transmission. Such supervision 
given the State Controller limited private bankers accepting amounts averag- 
ing less than $500, and doing business cities the first class, which there are only 
three; New York, Buffalo and Rochester. Even with this limitation, the following are 
excepted from supervision: 

Any individual banker subject the banking law; any hotel keeper who shall re- 
ceive money for safe keeping from guest; any express company having contracts with 
railroad companies for the operation express service upon the lines such railroad 
company, any telegraph company receiving money for transmission any individual 
partnership filing with the Controller bond $100,000 where the business 
ducted city having population 1,000,000 over, and $50,000 conducted else- 
where. 

The committee trust companies has not yet decided the recommendations 
they are make the commission for the amendment the trust company article, 
but believed that very little change will made this part the banking act. 

The commission anticipates that will prepared Feb. 1,to submit the Leg- 
islature the full text the revised banking law. 


Annual Dinner Group VIIL, New York 


State Bankers’ Association. 


NOTABLE EVENT. 


The annual dinner Group New York State Bankers’ Association, which 
was held the Waldorf-Astoria hotel, New York City, Monday evening, January 19, 
will down history the largest and most successful event the kind ever given 
the Group. The unusually large attendance representative bankers, financiers 
and heads great railroad and industrial corporations was largely due the an- 


Photograph by Oliver Lippincott, New York. 


JAMES ALEXANDER, 
Chairman Group VIII, New York State Bankers’ Association, 


President National Bank Commerce, New York City. 


nouncement James Alexander, chairman the Group and also president the 
National Bank Commerce New York, that three Europe’s most eminent finan- 
ciers and from England, one from France and one from Germany— 
had accepted special invitation present and address the Group and its guests 
international banking and monetary affairs. Too much credit cannot given Mr. 
Alexander for his successful efforts bringing these distinguished gentlemen this 
country for this occasion. Just this time the eyes all nations—and 
more especially the banking fraternity—are the United States, owing the great 
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change that soon take place its banking system; and was thought that 
expression views leading European bankers and financiers regarding the currency 
law that has just been placed upon the statute books might, favorable, lend impetus 
and far towards making the new law success. 

While particular feature the law was especially referred the address 
either these gentlemen, whole, was commended_and approved asa step the 
right direction. 

Mr. Alexander, chairman the Group, made introductory address, saying 
part follows: 

eventful year has passed since last met here under similar auspices. 
mandate the people, given expression decisive vote the polls, the respon- 
sibilities our Federal governinent were, the fourth day March last, turned 
over toa great political party obligated, its platform pledges, revise the tariff 
and enact new currency legislation well other remedial laws. 

the experience mankind that prudent and wise management and direc- 
tion system that may not the perfection reason its face will produce bet- 
ter results than are attained inexperienced incompetent managers system 
that, paper, may perfection itself. Perhaps board commission ever 
created law since have been nation has had the power for weal for woe that 
will exercised the Board that about created under this Act. 

shall help the full extent that may, make its operation successful, 
und hope that will afford the relief was designed give. believe, how- 
ever, that can improved important particulars, and expect that the Congress 
and the Executive will provide amendments, defects and deficiencies may become 
apparent experience.” 

Another interesting feature the evening was letter, written President Wilson, 
from Pass Christian, Miss., Mr. Alexander, which read before introducing the first 
speaker. The letter follows: 

THE WHITE HOUSE, WASHINGTON, 
Dear Alexander: PASS CHRISTIAN, January 1914. 

Mr. Tumulty has acquainted with your very generous and earnest invitation 
attend the annual banquet Group VIII. the New York State Bankers’ Association 
the nineteenth this month, and greatly interested what you tell the 
plans for the occasion. will certainly most interesting and stimulating. Unfor- 
tunately, for myself, the evenings the next three months are filled with the en- 
gagements which necessarily fill the President’s calendar during this season that 
literally out the question for add any more without simply shutting myself out 
from all opportunity work upon important subjects out office hours. would 
very unconscientious for give myself any further liberty from desk, for the 
evenings are the only time have myself. 

With the very best wishes for the entire success the evening, 

and sincerely yours, (Signed) WOODROW WILSON. 
Mr. James Alexander, Pres., National Bank Commerce, New York City. 

introducing Dr. Riesser, the first speaker, Chairman Alexander said 

the realm industry, trade and finance, particularly 
within the past generation, have evoked the admiration the civilized world. 
disadvantage resources, restricted the capital her dis- 
posal, hampered political conventions that had outgrown their usefulness, her 
position today one the great commercial nations the world splendid triumph 
energy, will, intelligence and integrity. 

are honored the presence here, tonight, one who has been conspicuous 
this constructive work. Dr. Riesser was the law and later became Manager 
the Bank fur Handel and Industrie Berlin. Becoming deeply interested politi- 
cal matters, gave his position with the bank devote himself entirely altruis- 
tic When, 1898, the German government the instigation the Agrarian 
interests, passed legislation hostile banks, bankers and stock houses, was 
one the prime movers organize the Association Banks and Private Banking Firms 
for the protection their interests obnoxious parts these ultimately were 
removed amendment, chiefly result the enthusiasm and energy displayed 

Dr. Riesser the head this powerful Association, which still President. 

very influential body. comprised men all classes and all trades 
from all parts Germany, united forming the called ‘‘Hansa Federation,” 
fight against ill-advised class legislation, and Dr. Riesser was elected the active head 
that organization. has always been the lead, wherever there was fight for 
liberty and equality. 

time Professor the University Berlin, experienced inactive banking, 
well known writer the relationship between banks and industry, authority 
political economist and one the leaders modern Germany, gives great 


pleasure and honor introduce Privy Counselor Prof. Dr. Jacob Riesser.” 
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THE GERMAN BANKS AND GERMAN INDUSTRIES. 


GEHEIMER JUSTIZRAT PROF, RIESSER, 
PRESIDENT, CENTRAL ASSOCIATION GERMAN BANKS AND BANKERS, 


Mr. Chairman and Gentlemen: 

earnest moment which have the privilege speaking for the first time 
the hospitable soil the United States which have often been model 
Continent for world-wide thoughts and world-upheaving problems. 


GEHEIMER JUSTIZRAT PROF. DR. RIESSER, 


President Central Association of German Banks and Bankers, Berlin. 


reorganizing your Currency and Credit system, you are present endeavouring 
solve one the greatest problems the realm financial politics, attempt which 
would deserving praise, even for any reason and for the time being could not 
bring about perfection, but only decided improvement upon the present state affairs. 
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Such attempt is, however, largely affected institutions, experience, and 
even sentiments political and national character, that say, also 
psychological factors, that cannot for the mere spectator criticise shouting 
from the gallery authors and actors the piece which being played the great 
stage life. 

discussing theme: “The German Banks and German can only 
lay before you some experiences which have made developing our German banking 
system. 

But this may lead series inferences which may perhaps also applicable 
the United States, course taking careful consideration the economic peculiarities, 
and above all the customs, which play very weighty part all 
countries, and especially the domain Payments and Credits. 

the head the German banks there the Reichsbank the central bank 
issue, semi-public institution under the management and supervision the Empire. 
Its capital 180 Millionen Marks privately subscribed; has its head- 
quarters Berlin and maintains at:present approximately 500 branch-establishments; 
the statutory reserves stand Million Marks. 

Many struggles and stages were before was possible reduce the num- 
ber the note issuing banks the German Federal States from now prin- 
ciple, Germany believe single central issue absolute essential, 
and, this end not attainable, have few Private Notebanks possible coexist- 
ent with the central institution. Any decentralisation the issue notes together 
with the most intense concentration industry and commerce seems objection- 
able. 

The Reichsbank under the supervision the board curators the Imperial 
Bank, constituted high State officials and presided over the Imperial Chancellor, 
who also the nominal head the Reichsbank. 

The business management, that say, the actual conduct affairs, law 
vested the Reichsbank-Directorate, the members which are men appointed for 
life, who generally héwe made their way the banking profession; they are Imperial 
officials, and can, therefore, only removed from office due disciplinary process, 
and hence only for the legal reasons applicable all officials. 

Besides there Central committee the head office Berlin, and Local commit- 
tees the the Imperial Bank other towns. The membership 
these committees consists bankers, bank-managers, manufacturers and merchants 
standing; they are invested with important rights. The Central committee not 
only entitled information the whole course business, but its opinion must also 
invited before number important questions are decided upon, such as, above all, 
the discount rate and the rate for loans collateral security. elects from its midst 
three delegates who may attend all meetings the Reichsbank directorate with de- 
liberative voice; they are further authorized inspect books and holdings the 
Reichsbank, and pass upon special transactions with the treasuries the Empire 
the Federal States. Failing majority the Central committee such transaction 
may not carried through. 

The supervision high State officials guards the prerogatives the State; the 
management affairs competent men, appointed for life and removable only 
disciplinary process, protects the Reichsbank against the always objectionable in- 
fluences emanating frem politics, and clothes its decisions with that independence and 
steadfastness, without which the management central note-bank cannot operate 
successfully, and without which it, particularly critical times, cannot claim the 
highly necessary authority. 

The fact the Central committee being constituted practical men, particularly 
the banking profession, guarantees the Central bank issue that constant touch 
with the changing ideas and requirements actual life, especially banking practice, 
which absolutely indispensable. 
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From our point view Banking law doomed failure, gives any power 
any important part the management—except supervision—to politics, leaders 
politics, who generally lack banking experience. Politics may sometimes spoil the 
character, they will always spoil business. 

are further convinced that all Banking legislation must the long run suffer 
shipwreck if, perhaps with eye popular currents, excludes the expert elements— 
banks and bankers—from the management the Central note-bank. other 
words treats them enemies instead friends. believe that any Banking legis- 
lation which guided purely impersonal motives must secure for the management 
the Central bank issue the cooperation, though not the domination, these expert 
elements, such bank can only fulfill its duties the nation when working hand 
hand with the other banks. want build house, call architects and brick- 
layers, not fiddlers—not even good fiddlers. 

have remained true the principles outlined above, even when industrial con- 
centration and its enormously increased financial requirements almost automatically 
brought about corresponding concentration German banking,.and thereby, side 
side with undeniable advantages, brought forth drawbacks. 

The vanguard German banking the present day formed the great banks 
Berlin, five which, together with about allied banks, identified with them, form 
five groups; the aggregate their share-capital and reserves, excluding deposits and 
other creditors, represents capital Milliards Marks. The advantages which 
the concentrated power the German credit banks with their many branches, agencies 
and communities interest has brought about, consist principally their always hav- 
ing been able least stem the first rush industrial and commercial credit require- 
ments, and thus shield the Reichsbank. 

The disadvantages will, however, have described and judged somewhat more 
thoroughly. 

According the German Bank Act the objects the Reichsbank are: 


“to regulate the cirulation money throughout the Empire, facilitate payments, 
and provide for the employment available capital.’’ 


The two first-mentioned tasks compel the Reichsbank safeguard the Gold curren- 
cy, adapt the quantity money the ever-varying requirements, and facilitate 
and regulate settlements such means giro, cheque, and clearing systems, which 
render the employment cash great extent superfluous. The third task, however, 
raises the Reichsbank the position chief protector and warden credit, and 
fountain-head the credit the nation. 

The discharge just this latter task has grown ever more difficult for the Reichs- 
bank the course the feverish concentrative developments industry and banking, 
which have been both cause and effect the equally feverish growth population. 

true that the income the German people has constantly been augmenting, 
and now probably amounts approximately Milliards Marks per annum, and also 
that the net savings remaining over for investment have continuously and enormously 
increased. Notwithstanding this, however, the illiquidity Germany’s economic 
status has been considerable during time strong industrial tide; the investment 
market, because times favorable trade, capital requirements nearly always out- 
distanced the greatest increment capital; the money market, because times 
stormy industrial expansion and concentration the demand for money has always con- 
siderably exceeded its supply. The shortage between supply and demand currency 
requirements was accentuated the fact that such funds had formerly been retained 
unemployed individual hands had now been concentrated constantly increasing 
extent the credit banks. These moneys thereupon found useful employment the 
various forms credit granted banks. 

This, however, not only stimulated production, but also increased turn-overs and 
prices, and thus again currency requirements. number other factors the same 
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time fostering this increase. only mention specifically the rise the price food, 
rentals, the ever increasing social and cultural burdens, and the greatly augmented taxes 
and wages. 

Moving the same direction the ever-increasing standard living and the grow- 
ing expenditures upon luxuries, have the huge requirements our financial prep- 
arations for war land and sea. 

All this was naturally followed the extreme straining all available cash re- 
sources which again perforce resulted disquieting reduction all cash reserves. 

These darker sides the industrial and commercial expansion—in itself undoubted- 
satisfactory but frequently too hasty and too extensive—could first counter- 
acted the Reichsbank being able provide trade with means for payments suffi- 
ciently elastic adapt itself all, even the most violent and most sudden variations. 
This means represented the notes the Reichsbank. These are obligations the 
Reichsbank, which entitled issue “according the requirements that 
say, principle, without limitation, with the sole restraint which economic re- 
quirements impose. These notes, however, must covered one-third ready 
money, and two-thirds short-term bills. means the latter rule the issue 
notes, its increase and decrease, have advisedly been severed from the financial ad- 
ministration the State and its requirements, just the management proper the 
notebank has been intentionally severed from the financial administration the State. 
the other hand note-issue and economic life are intimately and inseparably united 
like Siamese twins. The result is, least Germany where the commercial bill 
exchange general use, that drop the amount the bills handed for discount- 

ing unmistakably expresses the rise and fall trade. the bills are met, the bank- 
notes issued the strength them return the Reichsbank; this way with the 
exactitude micrometer the flood currency, swollen the issue banknotes, 
the natural sequence economic events followed ebb, and thus high-tide and low- 
tide trade are represented and indicated the notes outstanding. 

But also under this German system applied the management must primarily 
guided policy carefully safeguarding and upbuilding the gold-reserves, the 
basis one-third the note-issue. 

This purpose has been served above all the discount policy the Reichsbank. 

The growth the cash-reserves, including those the Reichsbank, that say, 
the gold-basis the Reichsbank notes, did not long way keep pace with the credit 
demands trade expressed particularly the amount current bills. the con- 
trary these bills increased even greater extent than the population. unfavour- 
able influence was also exercised the constantly growing application short dated 
bank acceptances financing permanent industrial plant and capital instead only 
temporary investments. Such bills were not mere temporary clog the money- 
market, having rule renewed when due, but they added appreciably the 
raising the interest-rate current for legitimate short-term credit. 

consequence this widening the bill-market the influence the Reichsbank 
the discount market weakened, while that the banks increased, just the import- 
ance the market-rate increased comparison with the bank-rate. 

But one great advantage having the banking power strongly consolidated, 
showed itself these last years, when was the problem meeting difficult political 
and financial situation. The Reichsbank and the leading private banks could readily 
agree upon and carry into effect joint national policy contraction home and 
avoiding foreign loans which might weaken the German markets. Thus within two 
years not only has Germany made herself independent from foreign credits, which were 
paid off, but standing her own feet she accumulated ready funds such extent, 
that the Reichsbank’s gold reserve has increased more than 100 million Marks. 
the same time the discount rate Germany dropped below that England. The 
German banking system never has brought stronger proof its soundness than during 
these last two years. 
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The German credit banks have always held the view, that healthy 
trade and industry just important national necessity the fostering agriculture. 

The present wonderful prosperity German industry fact very high degree 
due the faithful support which has all times received the hands the banks 
and bankers. Any desire the part inexperienced professional habitual saviours 
the country disturb weaken this close fiduciary relationship has developed 
the mutual benefit both parties Germany, and sacrifice the same for the sake 
any preconceived notions pressure from anticapitalistic currents, would equal the 
wisdom the man sawing off the branch which was sitting. law enacting, for 
example, the proposal—which originated America—that industrial enterprises should 
prohibited from dealing exclusively with their regular banking connection, and 
should compelled dispose public auction the shares and obligations, would, 
opinion, very much open objection; such enactment would haphaz- 
ard law the very worst caliber fraught with great dangers. 

times trouble such measure would rob industry its best friends, who, 
taking charge such securities, are not out for the profits single transaction, like 
outside bidder special occasion. Regular issuing houses are prepared and bound 
throw into the scale the weight their credit for the soundness the papers they sell 
behalf enterprise constantly under their careful supervision. 


the German Empire the ever-tightening bond between banks and industry has 


grown more less the following way and forms. 

The sum-total Germany’s industrial output, which to-day occupies the third 
place the world following America and England, was 1860 only equal about one- 
half the French production. The first changes were brought about the construc- 
tion railways which begun 1835 and assumed particularly large proportions the 
sixties. This aroused feverish activity the engineering trades, and also the coal 
and iron producing industries. 

For the purpose maintaining and extending the great works, both capital and 
credit had procured extent hitherto undreamt of, and this was generally only 
possible the issue shares bonds. was not the business the then already 
existing note-banks, provide these means, while private bankers were unable 
owing the then prevailing insufficient size individual wealth. The consequence was 
that special credit banks were formed for the purpose, and that frequently with the 
cooperation private bankers. These credit banks have since become more and more 
the professional middlemen the indispensable business company promotions and 
issuing shares and bonds, activities, which, just the current account business, be- 
came regular branch the German credit banks. 

The necessary working capital was first obtained means the usual current 
account business, and was particularly this direction that the German banks fought 
those internecine battles for industrial connections, which caused successes come very 
slowly, step step, and only great trouble and sacrifice. 

The regular current account business naturally paved the way transformations, 
promotions, emissions and amalgamations. They, moreover, were the reason for the 
banks themselves participating permanently industrial enterprises, and ultimately 
for the delegation bank-managers the boards industrial enterprises and cap- 
tains industry the boards the connected banks. 

the same time the systematic industrial policy, thus inaugurated, gradually as- 
sured supremacy the banks over entire industrial districts and over the local private 
bankers. the banks spontaneously help along the formation cartels and 
syndicates desired their industrial connections, and caused the formation 
groups banks with the object supporting the industrial confederations created 
the customer with his cooperation. 

The larger volume the current account business represents the same time 
insurance against the risks the bank. The more variegated the vocations represent- 
the account current connections, the greater the likelihood that deposits will off- 
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set withdrawals. Under such circumstances only small fraction the bank’s own 
capital tied-up the current account business, that the liquidity and power 
action does not appear diminished. 

regards bank-acceptance business, has already for long time been customary 
Germany for the big commercial firms and industrial enterprises draw upon their 
bank connection, and use the latter’s acceptance means with which pay their 
creditors. Industry and Trade have consequently gradually got used the replace- 
ment direct trade-bills bank-acceptances. The familiarization industry and 
trade with the bank-acceptance has, course, brought about the result that to75% 
the paper held German credit banks consist bills accepted other banks. 
Despite this fact such bills are not so-called bills, although they are 
accepted banks and discounted endorsed other banks; they are reality per- 
fectly legitimate trade-bills, having their origin home and foreign trade. 

Apart from the so-called finance acceptance, drawn upon banks for the carrying 
speculative transactions, ‘such industrial acceptances the banks have shown them- 
selves objectionable cases where the proceeds are permanently invested where 
they provide the missing working capital. For these acceptances rule are not met 
upon maturity, but have renewed. 

regards the discount business,by means which substantial part industrial 
demands for banking credit are satisfied, have already made mention the competi- 
tion which exist between this and the discount business the Reichsbank. this 
stage should, therefore, like confine myself expressing figures that the end 
1912 the amount the bills discounted the German credit-banks attained approxi- 
mately Three Milliards Marks (one and half Milliards which were absorbed 
the six great banks Berlin alone), while the aggregate the Reichsbank was only two 
Milliards Marks. 

This goes prove the perfect soundness the observation, that trade and industry 
Germany address such credit-requirements are satisfied the discounting 
short-term bills the first instance the credit banks, and only the second instance 
the Reichsbank. 

The industrial business the keystone the edifice representing the busi- 
ness relations between the German banks and industry, while the foundation-stone 
formed the current account business. The issuing activity the banks was with us, 
preceded long and arduous groundwork, which was greatly the advantage 
the rise the individual enterprise. The tentative and gradual inner strengthening 
and growth industrial enterprise was fostered equally gradual expansion 
overdraft and acceptance credit, and that only the extent which could not 
taken care the annual surpluses. the healthy development thus engendered 
proceeded, there arose itself the necessity for permanent credits for the now enlarged 
and sound enterprise. Only then, and only with the same circumspection, the emission 
shares obligations was undertaken, according whichever was the interests 
the enterprise. 

This issuing credit the banks furnished also the means for combinations, consoli- 
dations, and amalgamations industrial enterprises. Such combinations and amalga- 
mations two more works with bank assistance generally took place for the purpose 
reducing the cost production, for the removal inconvenient competition 
means for obtaining greater quota within syndicate, finally with view ob- 
taining greater strength the event dissolution syndicate. 

Finally, the German banking profession has very great extent and after over- 
coming the greatest resistance and difficulties, rendered smooth the path the German 
oversea export and import trade. has established for this purpose large number 
branches and banks the principal foreign trade centers and London. 

The most important service rendered the great German industries was, however, 

connected with the concentrative developments which had become necessary 
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the fierce competition home and abroad. Although these developments were, the 
first place, based upon reasons more less economic and technical nature, these 
concentrative developments have nevertheless frequently heen influenced, fostered, 
and occasionally only made practicable the banks. The latter the case, for in- 
stance, theelectrotechnical industry, while the banks had very little tosay connec- 
tion with the concentration some other branches, such as, for instance, the chemical 
industry. industry both the State and also the banks have toavery great 
extent influenced the forms which concentration took place, and also the syndicates 
which had much with the scope and speed this concentration, for instance 
the Coal and Iron Syndicates and Steel trades. 

interesting note, that conversely scope, direction, and speed the concen- 
tration banking Germany had adjust themselves the huge credit requirements 
industry. Above all, these industrial credit requirements are responsible for the 
raising fresh banking capital and for the creation branches, agencies and deposit 
offices providing scientific system for the gathering the private moneys necessary 
for meeting these requirements. Industrial requirements, the final analysis, were 
responsible for the foundation the constantly rising number subsidiary banks, trust 
and finance companies home and abroad. 

The influence exercised industrial concentration and banking concentration 
was always mutual, and leadership times was the hands the banks and times 
those industry. present the latter has got strong concentration that one 
its foremost leaders was fully justified saying: “Once time ran after the 
banks, now they run after 

That the influence was mutual shown especially also the fact that every in- 
dustrial agglomeration has either once, time went on, reacted upon the consti- 
tution the banking groups behind it. Inversely every change the constitution 
these banking-groups subsequently reacted upon the industrial constellation, every 
bank coming into the fold endeavoured introduce into the industrial enterprises 
under its wing. 

And find here, too, kaleidoscopic interchange mutual influences between 
industrial and banking concentration, which constantly disclosed new shapes and com- 
binations manner uncommonly attractive attentive observer. 

This enormous development will and must, however, subject certain funda- 
mental truths, exactly the development all individuals: 

The first is: there are unlimited possibilities, All that is, has its limits which may 
not exceeded self-destruction avoided; even though for some prominent 
individuals and for some prominent political economic entities these limits may 
drawn infinitely wider than for the ordinary type. 

The second fundamental truth is: 

All human beings and all associations human beings will sooner later perish 
ignominiously, unless they remember every day their existence and every stage 
their development, that there something higher than the exclusive pursuit one- 
sided and egoistic professional and private interests, namely regard for the public wel- 
fare and for our greatest and dearest possession, our country. 

(Applause 


second speaker the evening was Mr. Masson, and upon introducing him 
Chairman Alexander said: 
“The habits thrift which enable the people France save annually upwards 
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two billion francs, and being great creditor nation, have enabled the Bank 
France accumulate immense metallic reserve, which provides solid and perman- 
ent foundation upon which has been built solid and permanent credit. 

features the French monetary system will explained tonight one whom 


Photograph Oliver Lippincott, New York. 
ROBERT MASSON, 


Sous-Directeur Credit Lyonnais, Paris. 


indeed great pleasure and privilege have with us. director the largest 
bank capital resources France, widely known and universally esteemed, and one 
the best equipped international bankers Europe, have the pleasure pre- 
senting you Mr. Robert Masson.” 


{ 


ANNUAL DINNER GROUP VIII. 


THE BANK FRANCE 


ROBERT MASSON 
SOUS-DIRECTEUR CREDIT LYONNAIS 


Mr. Chairman and Gentlemen: 

the very first place wish express sincere gratitude for the most courteous 
invitation and the hearty reception extended your Association the representative 
the Credit Lyonnais. 

particularly wish convey thanks your distinguished Chairman, Mr. 
ander, and Mr. Stillman, whose retirement from business-life gives one more 
regret to-night. 

you, and them, owe the realization what must the dream every 
European business-man: trip the United States. 

Just Italy and Greece will ever remain the lands pilgrimage for those who wish 
lead the life artist, the great Republic across the seas. with its unlimited 
possibilities, appears bankers fairy-country, often spoken about and yet 
little known, where everything attains gigantic proportions, nature and 
mankind have united create wonders, where the pursuit the loftiest ideals 
keen the race for more material objects. 

far can see, the differences between our two countries are numerous, 
considerable, the requirements enormous and ever-developing community are 
distinct from those comparatively small State with old traditions, surrounded 
powerful neighbours, that comparison between our two monetary systems should 
scarcely serve any practical purpose, and would préposterous part pretend 
that you should have anything learn from us. 

Perhaps you will nevertheless say few words about some features our 
monetary arrangements, which should less generally known here, and particularly 
about the great Institution which the most essential part our banking organization, 
the Bank France. 

beg that you will not construe anything about say, either criticism 

The Bank France was established the year 1800, and was first entirely 
private concern, with Capital $6,000,000—Among the first subscribers were Napo- 
leon Bonaparte, Hortense Beauharnais, and bearers names which are still prominent 
the French banking world, such as: Mallet, Hottinguer, Seilléres, etc. 

that time, the privilege issuing notes was not confined single Bank. But 
1806 the Bank France was placed under State control, and, and by, the other 
issuing Banks disappeared, amalgamation otherwise, and the Bank France be- 
came, and has ever remained since, the only issuing Bank Continental France. 

resent Capital $36,500 000, all paid, divided $200 shares, all nominative. 

These are held the public, the average being about shares for each 
shareholder. One third the shares are held persons possessing only one share. 
They are dealt freely the market, their quotation being present about 465 per 
cent. 

The profits the shareholders, every other company. 1912 the Bank 
earned net profit $8,200,000. The last yearly dividend was paid the rate 20.83 
per cent. 

part the profits allotted the State, except indirectly the following 
way: The State entitled receive yearly amount based the level the discount 
rate and the Circulation the Bank, the minimum being $400,000. The sum thus 
handed the Treasury 1912 was about $1,750,000. 

The Governor the Bank France and the two Sub-Governors are appointed 
the State. They are assisted Regents, nominated the meeting shareholders. 
The same meeting appoints Censors whom you would call Auditors. 

The Board, composed the Governors and Regents, decides all questions concern- 
ing the rate Loans, the issues notes, 
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Three the Regents, assisted twelve shareholders chosen from amongst the 
prominent members the Commercial and Industrial profession, compose the ‘‘Dis- 
count which meets least three times week and decides upon the ac- 
ceptance refusal the bills presented for discount. 

The Bank has Branches all the larger cities. The Managers the Branches are 
appointed the President the Republic presentation the Board. They are 
assisted local Board consisting from members, all residents, designated 
the Governor. 

repeated times our history the Bank has been called upon make advances 
the State, one time much $294,000,000. present the State owes the Bank 
$40,000,000, repayable 1920, which pays interest. Every time the privilege 
the Bank renewed (the next term 1920), some advantage this another sort 
stipulated favour the State. 

The Bank empowered act Fiscal Agent for the Treasury, collect Bills 
Exchange, open accounts, receive deposits money, securities and jewels, pay 
cheques drafts against credit balances, consent loans gilt-edged French securi- 
ties and bullion (the present amount loans $140,000,000), deliver drafts and 
letters credit payable its Branches, transfer money from one account another, 
purchase and sell securities for its customers, pay interest coupons French 
Rentes and Treasury Bonds, receive subscriptions Government securities, buy 
sell bullion and foreign gold coins, discount bills and issue notes. 

These two last items are probably more particularly deserving your attention. 

few easy formalities are required for the opening discounting account with 
the Bank France. fact, any respectable firm, whether commercial, industrial, 
banking, may hand its paper direct for discount the official Bank rate—which 
not minimum rate, England, for instance—but uniform rate applicable all 
customers. 

This paper may the form Bills Exchange Promissory Notes, but 
must bear three good signatures—or two signatures collateral supplied—and 
must not have more than must payable one the places where 
the Bank has establishment. present there are 583 such places. The minimum 
amount each bill must one dollar. considerable proportion—about one-half— 
the bills discounted, made bills for $20 less. the course the year 1912, 
the Bank discounted commercial bills, the aggregate value which was 
$3,200 mil ions giving average $101 per bill. 

present (according the statement the 26th December last) the Bank holds 
bills for $300 millions. 

Bills drawn foreign countries may also discounted the Bank, but the 
mount such discounts usually small: present only $2,800,000. 

you peruse the Bank statements during number years you will come across 
much larger figures couple times—for instance, $16,000,000 November, 1907. 
They include the Sterling bills taken over the Bank France exchange for ship- 
ments sovereigns England, during periods great stringency. 

Now about the issuing department. 

The notes are obligation the Bank, which, though under State supervision, 
private concern. They are legal tender, but, course, may exchanged, sight, 
against cash— don’t say against gold, will explain presently.— 

The denominations circulating present are: 10, 20, 100 and 200 dollars. One dol- 
lar and four-dollar notes were issued critica! times, but have been withdrawn since.— 
case need, they would resorted again, and this respect should like 
mention the fact, demonstrated experience, that even where the circulation 
already sufficient, supplementary issue small notes—unless, course, the amount 
too unreasonable—is much less likely depreciate the currency than issue 
larger certain sense, may consider that country which refrains from 
issuing small notes normal times, possesses ipso facto valuable reserve case 
emergency. 
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The Bank under obligation hold minimum reserve; under obliga- 
tion keep proportion between its circulation and its stock bullion. But maxi- 
mum limit the circulation determined law, and can only altered act 
Parliament. 

The figures present are follows: 


Maximum circulation allowed $1,360 millions 


Including $703 millions gold, $128 millions silver. 

you will notice, about 73% the notes issued are backed bullion. The excess 
viz., $309 millions, issued against loans and discounts amounting together $440 
millions. 

Part this bullion composed foreign coins. Some the gold coins and many 
the silver ones originate from countries belong the Latin Union. 

You will recollect that France, Belgium,Italy, Switzerland, and Greece have con- 
cluded Monetary Agreement, usually called the Latin Union, according which 
their coins are similar, all coins and all five silver coins being admitted in- 
differently circulate these countries. the same time, they agreed stop the 
coinage silver five coins, and limit the coinage small silver money 
maximum based upon the population each country. 

reason the superior power attraction the French market, there anatural 
tendency for the coins the allied countries drift France, accordance with 
well-known economical law. 

You will have noticed that silver mentioned part the bullion held the 
Bank. The reason that silver five franc coins are unlimited legal tender. France 
bimetallist country—one very few the world now—though its bimetallism 
mitigated the fact that new silver coins are issued. 

Now, spite the depreciation silver, spite the fact that the notes are 
obligation the State, the credit the French Banknote second none the 
world, and the confidence our public complete the notes were issued 
our Treasury—and deservedly so. 

better instance could quoted for the fact that systems are apt appear il- 
logical theory and nevertheless work splendidly practice. 

need not recall the remarkable role played the Bank France, under the 
leadership its very distinguished Governor, Mr. Pallain, during critical periods 
such 1907, when that Institution succeeded keeping the French discount rate 
exceptionally moderate level, while giving valuable and effective aid, the same 
time, the London market. 

How this successful policy the Bank France materially possible? Precisely 
because has the option pay silver well gold. When the situation 
such that withdrawals yellow metal are feared, the Bank quotes premium 
gold. present, for instance, the qutoation about 0-00 premium, that 
say, you will only get 999 dollars gold against $1,000 dollars notes. you want 
get 1,000 dollars cash, you can get them, but silver. 

consequence, there necessity the discount rate order pro- 
tect the gold reserve, and the French Commerce has the privilege benefiting 
the lowest rate the world. Thus the average Bank rate, 1912, 
was 3.37% France, 

against 3.77% England, 

and 4.95% Germany. 


consider period fifteen years, from 1898 1912, the average rates are: 
Per cent. 
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The highest rate ever attained during that period the Bank France, 
per cent, Since 1900, the rate has never exceeded per cent. 

reason its large gold reserve, and its extensive discounting power, the 
Bank France ideal Central Institution. course you realize how simple the 
problem Bank reserves has become for the French private banks. useless for 
them hoard specie; good commercial paper, the sort which the Bank France 
always ready discount, the best reserve, can mobilized moment’s 
notice. Purchasing bills the market the classical way investing the money 
handed depositors. 

The consequence the policy the Bank France, and, allow add, the 
great French private banks, has been democratize the instruments credit and 
place our whole ecomonical system broader and more popular basis. France, 
you know, the land middle classes. have instances enormous individual 
wealth, and generalized pauperism. While scheme General Income Tax was 
being studied couple years age, was computed, the best authorities, that 
out about 38,000,000 inhabitants, not more than from 500,000 800,000 persons en- 
joy total income, from all sources, superior one thousand dollars year. 

Stability, security, and cheap money what our public small capitalists and 
small tradesmen requires, and what gets under that policy. Our market less af- 
fected than those other countries. 

express the sincere desire that your new monetary system may bring thesame 
advantages you. will great relief for all concerned know that the Ameri- 
can market will henceforth spared the anxieties 1907. 

Your decision has come the right moment. For crises—or let say, less dra- 
matically, disturbances the money market—are apt recur. Many people even 
believe that something the sort may put appearance near future. 

will not venture express opinion that point, not prophet, but 
feel that you would have ground for reproaching omitted add few words 
about the way which consider the present extraordinary and, certain respects, 
unprecedented financial situation the world. 

The rates discount the different countries afford, course, valuable in- 
dication their financial situation, but more and more, least with us, they only 
illustrate one side the question: mean the price ruling for short-term money. The 
price such money influenced numerous factors, which you know better than 
do, and some which are essentially transient nature. 

More interesting just now, the student phenomena connected with Capital 
the value long-term money, that is, the basis effective interest 
the public for their permanent investments. 

not intention describe the change the rate capitalization which 
have been witnessing for some time, nor recall its clauses which have been dis- 
cussed over and over again. 

will simply endeavour show you why difficult, mind, foretell 
what the immediate future will bring this respect. 

rely upon past experience, are led believe that the favour the investor 
about transferred from shares, which have reached such high quotations 
consequence the universal industrial prosperity, bonds and other fixed-income 
securities, usually the case when slackening activity noticeable. 

But how can reconcile this forecast with the actual situation, when see the 
long file borrowers, still unsatisfied, waiting take their turn? 
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new factor has taken into account: practically all the nations the world 
are want money unprecedented scale. Most them because they must 
keep their armaments level with those their neighbours—and comparatively 
fortunate are those who spend their money within their own boundaries; many them 
because they have entered the path socialization and nationalization—and 
this respect the low rates prevailing few years ago constituted for them dangerous 
incentive, while the high rates ruling present are apt healthy deterrent. 

possible estimate the amount these government requirements, not 
speak other public private corporations? believe not; but have, least, 
approximation very interesting element these requirements, mean the 
amount the floating debts European States. Every minister finance has been 
reluctant issue consolidated loans for some years past: the terms seemed them 
too unfavourable, and they all waited, like Mr. Micawber, for something turn up, 
while fact things continued turn down, least far the quotations Gov- 
ernment Bonds were concerned. tide over the difficulty, they issued Treasury 
Bonds. Each time some these Bonds mature, they have renewed increasing 
rates interest, you know. The day must come when they have consoli- 
dated. Now the amount these European Treasury Bonds, maturing within the next 
five years, appears about $1,700 millions. add the notes issued 
Railroads and the bonds New York City, which, according what told, amount 
about $800 millions, have grand total more than $2,500 millions, for which 
the permanent investor will have found, for the buyer short notes and Treasury 

And even when this enormous amount safely subscribed, must remember that 
not cent goes the borrower, whose present need ready money will not have 
had even partial satisfaction! 

Now the the borrower teaches that wants tempt the subscriber, 
must always offer terms slightly better than those yielded existing securities. 

Under these circumstances, are entitled hope for appreciation the 
quotations Bonds? put the question, leaving more competent observers 
see whether they can draw conclusion. 

Let now turn the question ways and means.—We immediately see that three 
markets only can drawn upon the would-be borrower: the French market, the 
total absorbing power which generally rated from $800 1,000 millions year, 
and the English and German markets, which are believed absorb respectively 
trifle more and trifle less, than ours. 

remember that our total requirements supplied ready money for any 
government, and made provisions for European private companies, railways, and 
municipalities; bear mind that political motives now constitute important 
factor financial dealings, and that all great international markets have, present, 
rather natural tendency give precedence the satisafaction their own needs, 
are bound conclude that the greatest caution advisable the present circum- 
stances, and that all borrowers should directed reduce their calls upon the investor 
minimum. 

giving list the international markets ought perhaps have added the 
American market, which has largely financed countries such Mexico and Cuba, 
which has participated Chinese and Japanese loans, and taken over Prussian and 
Austrian Treasury Bonds. But considerable amount American securities 
found their way, the same time, across the Atlantic, the balance should scarcely 
your favour, and probably not likely near future. Considering the 
amount capital required your Railroads for betterment and extension purposes, 
leave you make out whether you will yet dependent Europe for some time 
come. 

But things will most likely not always that way, judge the dim out- 
lines which may discerned the screen that hides future The day may 
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come—perhaps not very distant day—when the respective situations the American 
and European markets will reversed. That would only the logical development 
the tremendous displacement which have already begun_to witness commer- 
cial and industrial matters. 

Some ten years age, small pamphlet was published New York, under the title 
‘‘The American Commercial Invasion need not name the author, his 
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name familiar you. struck few publications thesort ever did. Its 
contents may appear matter course today. But that time they were pro- 
phetic and revelation many. 
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Well, just America has begun send certain her manufactured goods, in- 
stead being customer for Europe formerly, just may she, and by, become 
one the great international money centres the world. The time perhaps not 
very far away, when her hard working and enterprising citizens will have accumulated 
sufficient capital finance the whole their undertakings, and have spare money 
besides, which they can invest abroad. 

But that ‘‘music the our German neighbours revert 
the present and conclude, fearing have already taken too much 

Whatever form the business relations our two countries may take the future, 
one thing remains certain for me: that these relations are bound become closer and 
more profitable every year. Bonds all sorts: historical, political, commercial and 
scientifical, unite us. know value our old connections here, and your reception 
to-day, for which exceedingly grateful, but one more evidence your feelings 
towards us, feelings, which heartily reciprocate. 

your immortal poet Longfellow wrote his Friends’’: 

Not chance birth place has made friends, 
Being oftentimes different tongues and nations, 
But the endeavour for the selfsame ends 

With the same hopes, and fears, and aspirations. 


The last the distinguished guests address the meeting was one our English 
cousins James Simpson, and introducing him the chairman said 

common tongue and common laws foster feeling kinship the English 
people, but our res ect and admiration for them are founded something more sub- 
stantial and tangible than unity tongue. England’s achievements finance and 
commerce are based principles justice, integrity and commercial honor. 

will directed some phases the London Discount and Money 
Markets one the most esteemed bank managers England. The Bank Liver- 
pool, with about $110,000,000 funds, engaged financing the great quantities 
produce and especially cotton, which arrive Liverpool from foreign countries 
general, and the United States particular. The Bank Liverpool is, therefore, very 
closely connected with our foreign trade, and its General Manager takes keen interest 
American banking questions. 

banker for over thirty years Cairo, London and Liverpool; member the 
Executive Committees the Central Bankers’ Association and the Association 
English Country Bankers; esteemed both for his high character and for his breadth 
view valued asset the City Liverpool, have much pleasure introducing 
Mr. James Simpson.” 


SOME LEADING FEATURES THE LONDON 
MONEY AND DISCOUNT MARKETS 


MR. JAMES SIMPSON 
GENERAL BANK LIVERPOOL, LIMITED 


Mr. Hope Simpson, after thanking the Bankers for the fine welcome accorded 
him, and after explaining that was not present official representative British 
Banks but simply his own private capacity and guest the Bankers said: 
not going speak about your currency bill, but view the fact that you have 
for some time past been deeply engrossed the consideration fundamental banking 
principles, have chosen for subject to-night LEADING FEATURES 
THE LONDON MONEY AND DISCOUNT MARKETS.” 

The first great feature the existence large annual savings fund available for 
investment. Sir George Paish the London Statistestimates that after providing for 
home requirements, such the cost new ships, new factories and other capital out- 
lay, there left about $1,000,000,000 available for investment abroad, and that during 
last six seven years England has invested abroad about $5,000,000,000. The moral 
draws that England not yet back fertilizing stream new 
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capital has flowed steadily for many years, and has played large part the develop- 
ment the world. There reason why should cease flow any country 
where the interests investors are safeguarded and kept free from harassing conditions. 

The next great feature common the market, with the exception certain ex- 
tent the Bank England, its freedom from special legal restriction regulation. 
Bankers, stockbrokers are all free from special legislation and subject 
only the law which governs all citizens. 

English bank may conduct its business practically any way likes. may 
open any number branches and any places. may make advances any kind 
and any extent. may invest any class investment, and may keep its re- 
serves any place and any form and any amount which may suit it. The only 
restriction is, that, with few small exceptions, cannot issue bank notes. This 
completefreedom restrictions does not imply that are reckless law- 
less community. The place legal restrictions supplied very strong pub- 
lic and money market opinion, any disregard which would affect the credit any in- 
stitution indulging practices which such opinion would condemn. Accordingly well- 
defined and all-powerful traditions have come into existence. The standard high 
and banks must conform their peril. 

You may ask ‘‘What then the use your answer is, that our 
system affords extraordinary elasticity. illustration may say that British 
bank would hesitate time need use its reserves for its own relief, that is, for 
the purpose for which they were originally accumulated, and public opinion would not 
condemn it. 

bring out some other features the market, must now describe more closely. 
located area less than square mile, close proximity the old-fashioned 
one-story building the Bank England, and its constituents are The Bank Eng- 
land, The Great British Banks, Colonial Foreign Banks, Finance houses, stock- 
brokers, bullion brokers, exchange brokers, billbrokers and others. 

begin with the Bank England: public company, working under The 
Bank Act. The Government has voice its management and does not hold any 
its stock. With this exception anyonecan stockholder, and some the British 
banks hold Bank England stock. Its control vested Court Directors ap- 
pointed the stockholders. has two branches London and nine the provinces. 
acts Government banker, and manages the chief note issue the country. That 
issue usually runs about $250,000,000, which $92,000,000 based Government 
debt and securities; the rest gold. Its capital about $72,000,000, andits surplus 
about $16,000,000. Government banker, often holds considerable public balances. 
The rest its funds are provided banks, corporations and private individuals, keep- 
ing accounts with the Bank England. Its funds are employed making advances 
the Government when required; ordinary commercial advances and loans; dis- 
counting bills; prime investments, and its holding notes and gold and silver coin, 
These last are known its The amount its reserve and the proportion 
which bears the liabilities the bank are vital importance the money mar- 
ket, for the reserve the only considerable fund out which demand for gold— 
whether internal foreign—has met; although ought justice say that the 
British banks are steadily accumulating larger quantities gold their vaults. The 
amount the reserve usually between $100,000,000, and $150,000,000. 

The Bank England has control over the operations the other banks, but 
custodian the gold reserve the country, has tremendous influence, which 
England are proud admit wisely used. the other hand, does not seek 
influence money discount rates, except when seems necessary check gold ex- 
ports. may then take money off the market borrowing selling securities, 
may raise its bank rate. Market rates then up, and any drain gold ul- 
timately checked, shall show detail presently, when come speak what 
took place London 1907. the meantime, continuing account the con- 
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stituents the market, come the British banks. They are ordinary 
companies, whose shares are widely held the British public. They are strong com- 

there interlocking their capitals. There are banks Great Britain, 
many them with London offices. They have several thousand branch offices. Their 
capital and surplus amount $680,000,000, and their deposits $5,500,000,000. Their 
funds are employed all the ordinary forms banking and investment, but there 
one special feature which might call your attention, namely, that many the banks 
London, Liverpool, and other important importing centres accept drafts drawn upon 
them from abroad. These are almost entirely drawn against imports produce and 
against collateral the form bills lading. Bank reserves are kept the form 
cash and balances the Bank England, and money employed the London 
market call short-notice. The amount this last item estimated $760,000,- 
000. 

the result pressure for money discount rates then begin stiffen. Traders 
home begin feel the pressure and curtail their commitments, and finally, the 
pressure continues and rates discount rise tempting level, foreign financiers be- 
gin send money London for employment the bill market. Ultimately dis- 
count rates stop rising and after time begin swing down. 

said that the case foreign demand for gold the Bank England intervenes 


actively. does this chiefly putting its bank rate. Discount rates 


market invariably immediately follow, and very soon the bank and the market work 
harmony keep rates up. Let illustrate the action bank rate, describing 
what took place the Bank England the autumn that time you were 
pulling gold from unprecedented rate. The position the Bank England 
was follows: 15th August Bank rate was raised 4-4% and was continued until 
October, when was further raised that date the total bullion held 
the Bank was $158,000,000, and the proportion the reserve the deposits was 
39.7%. 4th November, owing further withdrawals gold the Governor act- 
ing his powers, raised the rate 6%. 7th November the Court Directors 
raised the rate 7%; the total bullion being then only $143,000,000, and the propor- 
tion 35.2%. Thenceforward the inflow gold was greater than the outflow, thus 
demonstrating the power increase the discount rate attract gold from 
abroad. 11th December the total bullion was $170,000,000, and the proportion 47%. 
the end January, which time bank rate had been gradually reduced 4%, 
the total bullion was $192,000,000, and the proportion 56.6%. 

interesting note that the gold which came into the Bank came from 
different countries. 

The Governor giving evidence before your National Monetary Commission stat- 
that the bank rate had not been sufficient attract gold, the rate would 
course have been further increased, and reply question Senator Aldrich, 
said: should have advanced the rate 10% necessary, and 10% will bring gold 
out the 

The constant flow money into and out the London market, and the continual 
change the bank rate which this involves, are sometimes said constitute 
undue tax the trade the country, seeing that rates interest charged for banking 
accommodation are regulated throughout the country bank rate. But these changes 
are inseparable from our free system—a system which has proved untold benefit 
the country. Moreover, high rates seldom continue for time unless the trade 
the country extremely active, which event traders can afford pay more for 
their banking accommodation. For great number years the system has worked 
with ease. never occurs that foreigners might draw out the whole our small 
stock gold, for know that bank rate efficient instrument for its protection. 
not hesitate say that the existence strong, wide, international bill market 
the best channel for the temporary employment banking reserves and the best 
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protection against overtrading and against foreign demand for gold. The experience 
Germany, France, and other European countries confirms this. 

Now you may wonder what the bearing all this for you. Well, you have 
discount market, but hardly international, and high discount rate here does 
not succeed attracting any large amount foreign capital. may allowed 
speak with perfect freedom, cannot help feeling that country the enormous 
commercial importance the United States ought have large international bill 
market. fact, believe that circumstances will compel you develop one. Ger- 
many has succeeded effecting this. Forty years ago there was practically dis- 
count market Berlin, though there was fair market Hamburg. To-day there 
important international market Berlin. How has Germany done this? the 
the first place, the Reichsbank and the other German banks have encouraged the use 
bills internal and foreign transactions. German banks have themselves become 
large acceptors bills, even inland bills. German banks have been established 
the chief exchange centres the world and always hold themselves open buy bills 
drawn Germany and payable marks. this way the market has been developed 
until has become sufficiently large attract the foreign financier. believe that 
the proper measures were adopted, the same thing could done here. 

The essential conditions for the establishment international discount market 
are: 

Every bill offered for discount should based commercial transaction 
where value passes. Finance accommodation bills should extremely rare and 
capable satisfactory explanation. 

follows that almost invariably the bill will arise out sale goods and 
will the form draft the seller upon the buyer,and accepted the buyer. 

will thus two-name bill, and not individual promissory note. How 
far you can change your system this respect and how far the powers your new 
Federal banks can used induce such change, question which cannot pre- 
tend answer, but which you will doubt able answer. 

The bill should drawn for period neither too long nor too short. The period 
should sufficient allow resale the goods which the bill based, thus 
making the bill sense self-liquidating. The usual period three months. 

While there should large proportion trade bills, there should still 
larger proportion acceptances banks and finance houses, based, course, 
collateral, which usually takes the form imported produce. Germany, however, 
have already pointed out, understand that banks accept good many drafts aris- 
ing out internal transactions. 

The next constituent the market the Colonial Banks, about forty number, 
with liabilities aggregating $6,050,000,000, and with money call and short notice, 
amounting $750,000,000. 

come now the foreign banks, which are about number, with large liabili- 
ties, and with large amounts money lent out London, the amount which 
impossible ascertain. 

The important feature about the Colonial and foreign banks that they share the 
freedom the British banks from special legal control taxation. They not re- 
quire put any securities with the Government condition entering the 
London market. 

Practically all the civilized countries the world have banking offices London. 
The United States are represented some your leading trust companies, but 
national banks yet. 

All these Colonial and foreign banks are welcomed London, for they contribute 
the power and elasticity the market and help make London the great clearing 
house the world. 

The next constituent the the finance houses. These are houses 
great wealth and fine credit, and their business consists chiefly accepting drafts 
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against imports and exports raw and manufactured goods. The amount bills 
which they accept large, but not unduly large, considering the wealth these firms 
and the fact that almost all the acceptances are sense self-liquidating. 

then have the foreign exchange and bullion dealers and brokers, but these 
not concern specially to-night. 

comes the Stock Exchange, consisting small number money brokers 
and large number ordinary stock brokers. New York, London, the 
Stock Exchange offers considerable field for the employment short money. Money 
lent the banks the money brokers re-lent them other stock brokers, but 
the other stock brokers themselves almost always have loans direct from the banks, 
and the usual length Stock Exchange loan about these loans 
are secured approved Stock Exchange securities. 

Another group constituents the market are the large insurance companies and 
other important commercial concerns who are accustomed lend some money 
the market and buy bills exchange. The last constituent the Bill Brokers. 
impossible exaggerate the importance the functions which the billbrokers dis- 
charge the London money market. They are only about number, including 
joint stock companies. One two the brokers work commission, your brok- 
ers do, but the majority are really dealers bills. That is, they buy discount, and 
sell, re-discount, bills exchange. 

Let illustrate their method working: bank New York may buy $1,- 
000,000 worth Sterling bills drawn England and send them forward its Lon- 
don agent discounted with the billbroker. The billbroker will discount these 
bills at, say, per cent. thinks fall, will hold the bills; 
thinks them likely rise will try sell the bills about 3}%discount, 
thus making profit the transaction annum. Similarly may dis- 
count large parcels bills for eastern and South American banks. Many these bills 
will bills drawn and accepted banks and finance houses. These are known 
But the other hand, the billbrokers are free buyers bills.”’ 
The trade bill England arises the following way: Trader sells goods trader 
will draw draft trader at, say, three months’ date. Trader will accept 
the draft and return trader who will discount with his banker with the 
billbroker. The rate discount for trade bills usually per cent. per annum higher 
than the rate for bank bills. 

The essential feature almost all the bills the market that they represent 
commercial transaction, such sale goods, where value passes. this that 
lends them their self-liquidating quality; for they are usually liquidated the acceptor 
out the proceeds the resale the goods during the currency the bill. 

The bill broker not only employs his own capital buying bills, but also 
money which borrows from the banks and others call short notice. Enor- 
mous sums are employed this way. The banks themselves are also large discounters 
bills; and leading authority financial matters told few weeks ago that 
estimated that the amount money employed ordinary times the bill market was 
about $2,250,000,000. 

come the point which have been some time: How does the 
discount bill market come into play when there (a) strong internal demand for 
banking accommodation, and becomes desirable for the banks call loose reserves 
and also check any disposition the part the commercial community overtrade; 
(b) foreign demand for gold; for you must understand that London absolutely 
free gold market, and anyone having money due him London may demand payment 

The methods adopted both contingencies are similar though the Bank Eng- 
land intervenes more forcibly when the demand foreign demand. the first 
place, the banks cease buy bills far their arrangements with their customers 
allow them this. Thus the bills already their hands mature and are 
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paid off many them are not replaced the discounting fresh bills. the next 
place, they call money from the billbrokers. They may also call money from the 
stock exchange, but have never known them this the point forcing the reali- 
zation stocks. The billbrokers then try borrow money from banks who may not 
calling in, sell them bills. they find difficult get money this way, they 
then have recourse the Bank England, and although the Bank England does not 
commit itself definitely buy all bills that are offered it, does practice discount 
make loans against all bills exchange which fall within its approved category. 
That category includes only bills bearing approved British names, one which must 
the acceptor. 

the market not merely home market, but international; that is, at- 
tractive foreign bill buyers, important and desirable step would the opening 
American banks branches American banks foreign exchange centers such 
London, Paris, Berlin, Amsterdam, Buenos Aires, Shanghai, and on, and these 
banks should always prepared encourage American bills buying, reasonable 
rates exchange, bills New York, Chicago, and other American centers, payable 
Dollars. 

Your usury laws would have modified allow discount rates 
move freely upwards required. 

Your Federal reserve banks which are intended the equivalent the 
Central banks other countries, such the Bank England, Bank France and the 
Reichsbank, should prepared rediscount approved bills all times and any ex- 
tent. 

The advantages you such market would the same advantages that 
possess, namely, liquid employment for short money; power meet demands for money 
without disorganizing stock exchange prices; power check over-trading home, 
and finally, power check foreign drain gold.—Having with great deference thrown 
out these suggestions leave them with you for consideration, and should like say 
that you have the United States not only body men including Mr. Paul Warburg, 
who are experts this question but you have the splendid reports, issued your 
National Monetary Commission, storehouse information the subject the 
European Discount markets which will give you all the guidance you may need, you 
decide take steps the direction have ventured indicate. far the effect 
upon other countries concerned, the creation American International dis- 
count market, course the result may that some business will diverted from the 
other international markets. But this will more than counteracted the addi- 
tional stability which will given the money markets the world the existence 
America strong and flexible discount market. 

And now come the end the time allotted me. thank you for the patie nce 
with which you have listened somewhat technical speech. know whether 
what have said has interested you, still less know whether will have any per- 
manent value for you. But this know, that banker can study the conditions 
the London money market without being impressed the ease with which its huge 
movements are conducted, and also the fact that free from legal restrictions 
and government control, affords one the finest examples found anywhere 
the tranquil yet powerful operation economic law. 


THE NEW CURRENCY LAW. 


THE NEW CURRENCY LAW. 


FESTUS J, WADE ADDRESSES ST, LOUIS ADVERTISING MEN’S LEAGUE. 


Probably there one better qualified the new currency law than 
Festus Wade, president the Mercantile Trust Company St. Louis. For 
more than seven years has served the Currency Commission the American 
Bankers’ Association, and has worked season and out season bring about the 
reform which has, thinks, been accomplished the enactment the Glass-Owen 
currency bill into law. will also remembered that Mr. Wade was asked give 
his views the proposed law before the Banking and Currency Committee the 
Senate. Not only was unusual attention paid his statements, but from the 
ord would appear that his recommendations were considered such importance 
that they were utilized the final draft the bill. So, when was asked address 
the St. Louis Advertising Men’s League and tell them what, his opinion, would 
the working and probable effect the new law, and stated that the new currency 
would the best the world, ‘‘talked the card.” says that American 
dollar will put the financial map the world.” 

Continuing his address, Mr. Wade said part follows: 

the old adage, ‘The hand that rocks the cradle rules the world,’ should 
added that there was ‘money required buy the cradle.’ 

more than twenty-five years the agitation banking and currency reform 
has been constant. The panic 1907 demonstrated the pressing need for such re- 
form more than all the arguments that were set forth prior since that unfortunate 
period. This legislation fell the lot the present administration and was ac- 
complished sheer force indomitable spirit. 

law designed decentralize credits too great accumulation cash 
any particular section. provides arrangement, through the eight twelve 
reserve banks established, whereby each section the country may enabled 
take care its requirements concentration the cash reserves the deposits 
the banks and trust companies the federal reserve bank each section; and 
deposit government funds (aggregating all times more than with 
these eight twelve reserve banks. providesa way for banker all times (if 
keeps his bank trust company clean) secure the currency that may needed, 
not only for the conduct his business under ordinary conditions, but meet any 
sudden panic that may arise. 

should any such condition arise the the panics 
1903 and 1907, where the people lose their head and all demand their money 
the same moment, all that the safe and sound banker would have would 
send his bills receivable the reserve bank his district and turn such receivables in- 
currency. supplying the demand and relieving the mind the fear- 
stricken depositor, who would get his money. thus protecting the depositor, the 
stockholder the institution naturally protected. 

some quarters fear has been expressed that inflation would occur through the 
issuance these federal reserve notes. see the mode procedure necessary 
take out these notes from the government the vault the private bank for distri- 
bution the public. 

“The first step for the member bank apply the reserve bank which the 
member bank stockholder, for, will say, $100,000 federal reserve notes. Be- 
fore making such application authority must received from the Board Directors 
the member bank for its officers borrow the federal reserve notes. Accompanying 
such application must collateral acceptable and approved the Board Direct- 
ors each reserve bank worth least 100 per cent. notes borrowed.” 
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BROADWAY TRUST COMPANY, NEW YORK. 


letter its depositors January 1914, the Broadway Trust Company gave 
comparative statement its growth since January 1908. the latter date its 
capital and surplus was $1,054,000, deposits $2,424,000, total resources $3,498,000. 
January 1914, its capital and surplus was $2,329,000, deposits $14,971,000, 
resources $17,367,000. This shows increase deppsits six years $12,547,000, 
over 520 per cent. 

This growth shows the confidence the public this institution, and certainly 
speaks volumes for the management. 

Its official staff headed Mr. Frederic Lee, composed men, though some- 
what young years, yet they are old years practical experience and training, 
evidenced the results they have produced. are Frederic Lee, president; 
Belding, Jr., Theo. Whitmarsh, William Gamble and Alex. Snyder, vice- 
presidents; John Bergen, secretary; John Williams, treasurer; Franklin 
Schenck, Louis Quimby, Geo. Gentes, John Egolf, Fred. Lippold, Jr., Leonard 
Mayr, Geo. Berry, Arthur Smith and Wm. Fitzsimmons, assistant secre- 
taries. The board directors one the strongest the city, made some 
New York’s most prominent business men and bankers. 


THE LINCOLN TRUST COMPANY, NEW YORK. 


The statement the Lincoln Trust Company, New York, December 31, shows 
deposits $11,862,759, surplus and profits $541,879, total assets $13,567,759. The 
capital $1,000,000. 

This company expects move into its new building, which situated two doors 
south its present location April, and will have one the most modern banking 
rooms the city. 

Few any banks trust companies New York have stronger more repre- 
sentative board directors than the Lincoln Trust. Among them are such men 
Baldwin, George Blagden, George Boldt, Wm. Conklin, Dommerich, 
Felsinger, Hermarn Erskine Hewitt, Samuel Hoffman, Edward 
Humphreys, Abram Hyatt, Arthur Iselin, Bradish Johnson, Clarence Kelsey, 
Lancey George Leask, John Munn, M.D., Murphy, Irving 
Raymond, William Salomon, Aymar Sands, Isaac Seligman, Louis Stern, Owen 
Ward, Alexander Webb, Wm. Wheelock and Morton Whitman. 

The official staff composed trained bankers all whom have the confidence 
the business community. They are Webb, president; Abram Hyatt, 
and Owen Ward, vice-presidents; Horace Poor, president and Frederic 
Davis, secretary Breckenridge Carroll, assistant treasurer. 


THE WAUKESHA NATIONAL BANK WAUKESHA, 
JOINS THE FEDERAL RESERVE SYSTEM. 


Upon recommendation Andrew Frame, president the Waukesha National 
Bank, the directors and stockholders have voted join the Federal Reserve System. 
Mr. Frame, when Washington, strenuously urged amelioration demands coun- 
try banks, and believed that responsible for the first paragraph Section 19, 
the Federal Reserve Act, which means that country banks will only called 
put per cent. instead per their time deposits, and Reserve City Banks 
per cent. instead per cent. their time deposits. the average time deposits 
country banks represent about four-fifths their total deposits, quite evident 
that country banks owe vote thanks Mr. Frame, and show their appreciation 
they are now urging the administration place him the Federal Reserve Board. 


PRESIDENT EDWARDS EXPLAINS THE CURRENCY LAW. 


EDWARDS, PRESIDENT MERCHANTS 
BANK, BURLINGTON, IOWA. 


EXPLAINS THE NEW LAW TRAVELING MEN 10WA. 

December 27, the Travelers Protective Association America held their annual 
banquet the Hotel Burlington, Burlington, which was attended about two 
hundred and fifty merchants, manufacturers, and their traveling representatives 
Iowa. 

After the diners had partaken sumptuous meal, there were number 
speeches prominent men, besides Mr. Edwards. Among them, United States Sen- 
ator Kenyon, Congressman Connolly, from Dubuque, Eustis, 
senger Traffic Manager the Chicago, Burlington Quincy Railroad, and others. 

The principal address the evening, however, was that Mr. Edwards, who gave 
outline the new currency law, although had only received the President’s signa- 
ture four days previous. Mr. Edwards prefaced his explanation the law taking 
ancient banking and carrying into the early history banking this country, and 
down the present. make his brief analysis more plain his audience, Mr. Ed- 
wards had had each section referred to, painted large, separate sheet which was 
hung frame that could folded over, that all could see well hear it. 


And while was brief gave clear idea the new law and its requirements. 


safe say that Mr. Edwards was the first banker the country explain the bill 
after became law. 
The following Mr. Edward’s explanation 
FEDERAL RESERVE BOARD APPOINTED THE PRESIDENT. 


Headquarters Washington. Secretary the Treasury, Comptroller the Cur- 
rency, and five other members. Two these shall expert bankers, but none shall 


have banking affiliations own bank stock during their service. This board will exer- 


cise general control over the entire system. 
OFFICERS REGIONAL RESERVE BANKS. 

Nine directors. Six will elected the banks; three appointed the federal 
reserve board. 

REGIONAL RESERVE BANKS. 

Eight twelve. Cities selected. All national banks district will re- 
quired subscribe for the stock the Regional Reserve Bank their district, and 
keep portion their reserves there. Each member bank will required take cap- 
ital stock equal six per cent. the member bank’s capital and State banks 
may join. 

MEMBER BANKS. 

Will compelled put cash only one-half the subscription capital 
new banks, the rest can called for needed the regional bank. 

Dividend six per cent. will paid the stock the member banks. 

FUNDS. 

Member banks together with government monies will make the deposits the 
regional reserve banks. 

WHAT REGIONAL RESERVE BANKS MAY 

May business only with their reserve member banks, except certain operations 
open market, such gold coin and bullion, home and abroad, and mak- 
ing loans thereon. 

Invest United States bonds. 

Invest short-time obligations United States, United States 
any state, any foreign government, and certain forms bills exchange are per- 
mitted. 

DISCOUNTS. 

The regional bank may rediscount from its member banks, upon the indorsement 
any its member banks, with waiver demand notice and protest such bank. 
Discount notes, drafts and bills exchange arising out actual commercial transac- 
tions, that notes, drafts and bills exchange issued drawn for agricultural, indus- 
trial commercial purposes, the proceeds which have been used are used 
for such purposes. 

Maturity the time discount not more than days, provided that notes, drafts 
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and bills drawn issued for agricultural purposes based live stock and having 
maturity exceeding six months may discounted amount limited toa 
percentage the capital the federal reserve bank, ascertained and 
fixed federal reserve Board. 
RESERVE REGIONAL BANKS. 
Each regional bank under the act must keep reserve per cent. the deposits 
has received besides the per cent. gold reserves behind the treasury notes issues. 
the gold reserve behind the notes falls below per cent. heavy tax imposed 
the bank which turn adds the tax the rate charges member banks for rediscounts. 
CENTRAL RESERVE CITY BANKS. 

New York, Chicago and St. Louis. Total reserve required, per cent. demand 
and per cent. time deposits. 7-18 the regional reserve banks and the remaining 
5-18 either place the bank may choose. 

RESERVE CITY BANKS. 

Fifteen per cent. demand deposits; per cent. time deposits; 6-15 must 
kept the bank’s vaults for the first two years, and 5-15 after that time; 3-15 must 
kept the reserve bank for the first year, increasing 1-15 every six months 
thereafter until reaches 6-15. 

COUNTRY BANKS’ RESERVES. 

Twelve per cent. demand deposits; per cent. time deposits; 5-12 must held 
bank’s own vaults for two years and 4-12 after that; first year 2-12 must kept 
the regional bank, increasing 1-12 each six months thereafter until reaches 5-12 the 
total reserve. 

NOTES REGIONAL BANKS. 

One regional bank cannot again pay out the notes another except under heavy 
tax. Notes are expected return regional banks and withdrawn from circulation 
when the need for their use passes. 

NEW TREASURY 

The notes will printed the government, distinctive style for each 
regional reserve bank. For each note that put out into circulation, the regional re- 
serve bank must set aside gold per cent. the value the note guarantee 
for its redemption. This gold with the commercial paper held the federal reserve 
agent the protection behind the new money. These notes will also guaranteed 
the government, and may redeemed gold the United States Treasury. 

PRESENT NATIONAL BANK NOTES. 

The present national bank notes will not disturbed the new law. The 
United States bonds now used secure the issue national bank notes are 
taken the rate $25,000,000 year, the regional reserve banks, and new 


treasury notes short term per cent. bonds will take their place, thus gradually 


retiring national bank currency. 


THE PEOPLES BANK BUFFALO, ITS NEW HOME. 


The Peoples Bank Buffalo moved into new and larger quarters, the south- 
west corner Main and West Seneca Streets, opening there for business Monday, 
December 29th, 1913, without the interruption business day. The change 
necessitated the growth their business, and the second time this bank has 
been obliged move larger quarters. their new quarters they have safe 
deposit department dnd every up-to-date facility for handling their customers’ 
business. Their banking room was bower flowers the opening day, attest- 
ing the popularity this institution. 

the annual meeting the bank held January 13th, the following changes 
and additions the official staff took place: Mr. Newell, formerly cashier, 
was elected vice-president and member the board directors, Mr. Howard 
Bissell, formerly assistant cashier, was appointed cashier. Mr. Feil, first 
assistant cashier, remains that position, and two additional assistant cashiers 
were appointed this meeting, Mr. Allard, formerly head the discount 
department, and Mr. Bangert, formerly auditor. 

The staff now is: Bissell, president; Huntley, Hutchinson, 
and Bangert, assistant cashiers. 

Stutzman, manager, Safe Deposit Department. 
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INVESTMENT ITEMS. 


FOURTH NATIONAL BANK New 

York its letter customers January 
says: 

enactment the new currency act 
December 23d was development the 
highest importance which will unquestionably 
have beneficial influence upon the whole 
business and world. There 
indication that nearly all the important 
national banks will enter the new 
the course time great many state insti- 
tutions will join. Senate amendments 
materially strengthen the act, and although 
there may still room for some improvement, 
the defects, whatever they are, can corrected 
later on. Oneimportant point remember 
that the United States has rebuilt its currency 
system that to-day there exists distinct 
element co-operation which will the 
greatest importance times stress acute 
money market stringency. 

new act does away with the old 
method the banks working cross pur- 
poses, and provides the country with the facil- 
ities discount market and system fed- 
eral reserve banks, each which its own 
bank. These facilities afford basis for co- 
operation which was impossible under the 
National Bank Act. will take some time 
for the people adjust themselves the 
new law, but the machinery arranged 
that the process readjustment not likely 
cause any great disturbance. Europe 
has for years been hoping for the adoption 
this country up-to-date financial system, 
and when conditions improve the other 
side, there will probably larger investments 
American securities. 

Another development immense signifi- 
cance are the indications that better under- 
standing has been reached between corpora- 
tion managers and the authorities concerning 
the attitude the federal government toward 
the enforcement the Sherman Anti-Trust 
Law. The general outlook, therefore, 


more favorable than was before the currency 
act was passed, and before was known just 
what the Administration’s attitude was towards 
corporations. All this has direct bearing upon 
the investment outlook, and the indications 
are that with the disbursement this month 


$200,000,000 $250,000,000 interest 


and dividend payments there will large 

purchases the public high grade se- 

NATIONAL CITY BANK, Chicago, 
its January letter says part: 

outlook for the new year depends 
very largely the attitude the federal gov- 
ernment toward the great industrial and busi- 
ness interests, which during the last six months 
have period exceptional strife, 
unrest and misgiving. The railroads will 
before long come into the market with large 
orders for supplies, but practically all this 
buying will held back until action taken 
the Interstate Commerce Commission 
increasing freight rates. That problem 
vastly more important to-day was 
three years ago when the question was less 
understood the public, and perhaps less 
hoped that the government ownership agita- 
tion will not pushed vigorously, for such 
campaign would prove unsettling and pro- 
ductive more uneasiness. 

Regarding the crops 1913 the letter also 
says: Corn, wheat, oats, rye and buckwheat 
—five the most important crops—show 
money value for 1913 $215,000,000, ex- 
cess the preceding year and the corn crop 
promises the most valuable all corn 
crops raised the United States. This 
highly significant view the crop scare 
last summer, when was figured out some 
experts that the shortage the southwest 
would disastrous for that section. The 
total wheat crop 763,380,000 bushels com- 
pares with 730,267,000 bushels raised last year, 
and the previous high record crop 748,- 


| 


THE BANKING 


460,000 bushels raised 1901. The agricul- 
tural sections are, therefore, likely enjoy 
real prosperity for some time conie, for, be- 
these unprecedented valuations. the 
purchasing power these communities will 
greater than was year ago.” 


WHAT THE NEW CURRENCY LAW 
MEANS. 

The monthly letter Knauth, Nachod 
Kuhne January 15, shows the percentage 
cash released the three central reserve cities, 
New York, Chicago and St. Louis, through 
reserve requirements the new Federal Re- 
serve Act: 

people realize what the enactment 
the new currency law means country that 
has been doing business for half century 
under the provisions the Naticnal Bank Act. 

There little basis for the fears expressed 
some quarters that the transfer the reserve 
money from the banks the central reserve 
cities the newly organized federal reserve 
banks will attended with drastic curtail- 
ment credit, general calling loans. 
Nothing that kind likely happen for 
the reason that the transfer reserve money 
will mean only shifting credits rather than 
acontraction credits, and the same time 
the release immense amount reserve 
money now tied the vaults the indi- 
vidual banks. This will enlarge the lending 
capacity the banks important degree. 

Under the old system per cent. cash 
reserves bank central reserve city was 
forced lock $250,000 cash for each 
one million dollars carried. 
Under the new law bank will have for each 
one million dollars net deposits $60,000 
eash vault, and addition $120,000 credit 
balance with its federal reserve bank. this 
$120,000 deposit the federal reserve bank 
required carry only per cent. $42,000, 
cash. This shows, therefore, that, whereas 
the provisions the national bank act require 
individual bank tie $250,000 cash 
for each million dollars net deposits, the new 
law reduces the aggregate cash reserve require- 
ment $102,000. This means the releasing, 
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the provisions the new law, $148,000, 
reserve money against each million dollars de- 
posits now held the banks the central re- 
serve cities New York, Chicago and St. 
Louis, and will true every case, except 
where individual bank elects hold its 
own vault portion the reserve money, 
which privileged carry with its federal 
reserve bank.” 


‘THE PEOPLES NATIONAL BANK Pitts- 

burgh, says its letter January 

found that the year was one the best the 
history the Pittsburgh District. many 
instances new high records were established for 
volume trade and profits thereon. The ex- 
changes the local clearing house fell but 
slightly below $3,000,000,000, and this despite 
the retirement two members the Asso- 
ciation, and despite the business reaction that 
occurred the closing quarter the year. 
The previous maximum exchanges foot 
$2,743,000,000 1907. The banking inter- 
ests the city may well feel gratified over the 
manner which threatened crisis occurring 
mid-year was handled, without inconve- 
nience commercial interests. The sequel 
would have been different had not been 
for the fact that the chief industrial concerns 
this district were strong financial position. 
The receiverships for the Pittsburgh-Buffalo 


and affiliated companies, which occurred last 


month, not contradict this statement, be- 
cause they were exceptional, resulting from 
special causes which were not all symptom- 
atic conditions surrounding the general coal 
trade. The latter, fact, whole, enjoyed 
one the most prosperous years record. 
Early the the steel, glass and 
other prominent industries had acquired such 
momentum that they were not affected any 
appreciable degree tariff discussion the 
final passage and initial operation the act. 
The reaction which occurred the closing 
weeks the year was coincident with even 
more severe reaction abroad, where (theoretic- 
ally least) the revised tariff should have had 
stimulating effect.” 
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RESERVE AGENTS APPROVED DECEMBER 


RESERVE AGENTS APPROVED DECEMBER. 


The following banks were approved Reserve Agents December: 


Chatham Phenix National Bank, New York, for Old Boston Nat. Bank, Boston, 
Mass. 


Irving National Bank, New York, for Livingston Manor Nat. Bank, Livingston 
Manor, First Nat. Bank, Tonawanda, Y.; National Bank Elyria, Elyria, 

Hanover National Bank, New York, for State Nat. Bank, Jackson, Miss.; First 
Nat. Bank, Seeley, Cali. Citizens Nat. Bank, Washington, First Nat. Bank, Nam- 
pa, Claremont Nat. Bank, Claremont, Cali.; First Nat. Bank, Republic, Pa. 

Chase National Bank, New York, for First Nat. Bank, Tillamook, Oreg. 

National Park Bank, New York, for First Nat. Bank, Worthington, Va. 

Seaboard National Bank, New York, for Farmers Nat. Bank, Geneva, First 
Nat. Bank, Annona, State Nat. Bank, Boswell, Okla. 

Fourth National Bank, New York, for Corn Exchange Nat. Bank, Philadelphia, Pa. 
National Nassau Bank, New York, for Drovers Mechanics Nat. Bank, Baltimore, 
Ma, 

Chase National Bank, New York, for First Nat. Bank, Heuvelton, 


Continental Commercial National Bank, Chicago, for National Bank Fair 
mont, Fairmont, Va.; Dubuque Nat. Bank, Dubuque, Iowa; State Nat. Bank, 
Jackson, Miss.; Lynchburg Nat. Bank, Lynchburg, Va.; Citizens Nat. Bank, Green- 
wood, Ind. 

Fort Dearborn National Bank, Chicago, for Traders Nat. Bank, Scranton, Pa. 
First Nat. Bank, Steelville, Mo.; Columbia Nat. Bank, Pittsburgh, Pa. 

City Bank, Chicago, for Drovers Mechanics Nat. Bank, Baltimore, Md. 
Nat. Bank, Killeen, Lambermens Nat. Bank, Menominee, Mich. 

National Bank the Republic, Chicago, for First Nat. Bank, Mount Pleasant, 

Corn Exchange National Bank, Chicago, for First Nat. Bank, Brookings, 

Philadelphia National Bank, Philadelphia, for Central Nat. Bank, Buffalo, 
State Nat. Bank, Jackson, Miss. 

Corn Exchange National Bank, Philadelphia, for National Bank Norton, Nor- 
ton, Va. 

Fourth Street National Bank, Philadelphia, for State Nat. Bank, Jackson, Miss. 

Girard National Bank, Philadelphia, for Farmers Nat. Bank, Bloomsburg, Pa. 

Franklin National Bank, Philadelphia, for Farmers Nat. Bank, Bloomsburg, Pa. 

National Bank, St. Louis, for First Nat. Bank, Englewood, First 
Nat. Bank, Mexico, Mo.; Merchants Nat. Bank, Omaha, First Nat. Bank, Clinton 
First Nat. Bank, Bryan, Tex.; Henderson Nat. Bank, Huntsville, State 
Nat. Bank, Jackson, Drovers Nat. Bank, Kansas City, First Nat. Bank Lum- 
berton, Miss. 

Mechanics-American National Bank, St. Louis, for First Nat. Bank, Stuttgart Ark. 
State Nat. Bank, Jackson, Miss.; Oklahoma Nat. Bank. Skiatook, Okla. 

Mellon National Bank, Pittsburgh, for First Nat. Bank, Sheraden, Commer- 
cial Nat. Bank, Steubenville, Midway Nat. Bank, Midway, Pa.; Moshannon 
Nat. Bank, Philipsburg, Pa.; First Nat. Bank, Wampum, Pa.; First Nat. Bank, 
Webster, Pa.; Peoples Nat. Bank, Fairmont, Va.; First Nat. Bank, Harrisville, 
Va.; Old Nat. Bank, Martinsburg, Va.; Citizens Nat. Bank, Morgantown, Va. 
Farmers Nat. Bank, Parkersburg, Va.; First Nat. Bank, Addison, Pa.; 
First Nat. Bank, Smithton, Pa.; First Nat. Bank, Shinnston, Va. 


wy 


| 
| 
} 
| 
an 


BANK. 


Bank the Manhattan Co. 
Merchants’ 
Mechanics Metals Nat.. 
Bank 


National City ... ....... 
Chemical National. 
Merchants’ Exch. National 
Nat.Butchers Drovers. 
Greenwich 


American Exchange Nat. 
Nat. Bank Commerce.. 


Hanover National........ 
Citizen’s Central National 
National Nassau......... 
Market Fulton Nat. ... 
Metropolitan Bank....... 


Corn Exchange ......... 
Importers Traders Nat. 
National Park 


Second National......... 
First ....... 
Irving National.......... 
Bowe 
County National... 


German-American....... 
Chase National .......... 
Fifth Avenue............ 
German 


Lincoln National ........ 
Garfield 
Fifth National .......... 
Bank the Metropolis. 
West Side Bank......... 


Seaboard National ...... 
Liberty National ........ 
Produce Exchange. 
Security Bank ........... 


Coal Iron Nat’! Bank 
Union Exchange Nat.. 
Nassau Nat. Bank, Bklyn. 
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COMPARATIVE NEW YORK BANK STATEMENT. 


The following table shows the loans and deposits the associated banks, reported the New 
York Clearing House for the weeks ending January 11, 1913, and January 10, 1914, respectively, 
together with computation the proportionate increase decrease deposits for the year 


Loans and Loans and 
Discounts Discounts 
Average, Average, 

913 
$21 
29,100,000 29,780,000 
19,087,000 
51,344,000 49,823,000 
26,105,000 24,959,000 
180,520,000 
28,451,000 29,420,000 
6,326,000 6,362,000 
2,073,000 1,914,000 
9,147,000 9,269,000 
41,438,000 43,917,000 
136,490,000 128,216,000 
4,937,000 
17,518,000 18,834,000 
1,922,000 1,942,000 
71,557,000 
23,643,000 23,581,000 
10,580,000 10,157,000 
8,743,000 
14,251,000 14,640,000 
48,706,000 54,260,000 
25,237,000 26,462,000 
82,319,000 83,121,000 
1,581,000 1,411,000 
29,572,000 27,050,000 
13,614,000 
104,870,000 
35,951,000 37,172,000 
,530,000 3,277, 000 
8,734,000 8,630,000 
4,165,000 3,943,000 
88,402,000 
13,852,000 13,729,000 
3,202,000 
5,308,000 5,026,000 
14,507,000 16,005,000 
8,718,000 9,216,000 
3,447,000 
12,444,000 
4,238,000 3,856,000 
24,551,000 24,121,000 
21,591,000 22,185,000 
8,939,000 8,942,000 
18,010,000 19,237,000 
11,595,000 
6,140,000 
9,581,000 
7,839,000 


Legal Net 


Deposits 
Average, 
1913. 


$19,597,000 


167,194,000 


10, 409, 


39,629,000 


23,102,000 
11,997,000 

9,199,000 
15,506,000 


57,223,000 


Legal Net 


Deposits 
Average, 


$19,668,000 
19,926,000 


24,162,000 


10,507,000 


43,511,000 


4,746,000 
19,014,000 


80,757,000 


13,163,000 


38,919,000 
3,445,000 
8,815,000 


3,632,000 


Deposits. 


Per Cent. 


Dec. 


3.7 


3,840,000 
5,793,000 


6,055,000 


6,798,000 


The returns the Trust Companies for January 11,1914, will found page xviii. 


MA 
6,540,000 
Chatham Phenix Nat... 
4.8 
5.8 
15,641,000 
1.2 
East River National...... 1,926,000 
36,674,000 
8,800,000 
, 4.4 
9,369,000 
3,685,000 |.... 
4,752,000 
1.3 
9,712,000 1.5 
6,792,000 


